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I N T R O D U C T I O N 
Saving, according to c l a s s i c a l d e f i n i t i o n , i s 
••incojiie minus consumption." This d e f i n i t i o n , however, 
wi l l no t be complete unless the terms*'income' and 
consumption are c l ea r l y defined. Al ternat ively saving i s 
sometimes iden t i f i ed with "earned surplus" a concept which 
i s p a r t i c u l a r l y re levant from the viewpoint of a business-
man. As a th i rd p o s s i b i l i t y , saving can also be defined as 
"Increase in a l l a s se t s l e s s increase in a l l l i a b i l i t i e s " 
apar t from revaluat ion items and cap i ta l t r a n s f e r s . But, 
there a re ce r t a in o ther f ac to r s , which are i n t e r r e l a t ed with 
savings . Accordingly, saving i s Influenced by occupat ion, , 
2 3 4 
s i z e of family , age of the wife, age / demographic va r i a -
5 6 
bles , a t t i t u d e to savings , and education of the house-
7 holders . Any va r i a t ion in these factors in a given year 
may prove to be an adequate explanation for the leve l of 
1. See Gold Smith, R.W. - Saving in the United s t a t e s , v o l . I I 
2. Duesenberry - Determinant of Savings behaviour. Savings in 
the modern economy. 
3 . Mourse - Family Spsiding and Saving. 
4. Duesenberry - Income, Saving and Consumer Behaviour. 
5 . Klein - "Estimates pa t te rn of saving behaviour for sample 
survey da t a . 
6. Ib id . 
7. NCABR - At t i tude Towards and Motivation for Saving, 
pp . 20-21 & p .105 . 
d i s t r i b u t i o n of saving among various groups of the 
coiimiunlty. Duesenberry, for example,atteirpted to co r re la t e 
a s se t s with age# family cocrposition, income h is tory and 
8 
expectat ion/ in t h a l r bearing on saving. 
All these above de f in i t ions in effect amount to the 
same thing provided the term "income" and •consumption" 
e t c are s u i t a b l y defined. 
Saving takes place in d i f f e r en t forms/ f inanc ia l / 
non-f inancia l e t c . and for a comprehensive analysis i t la 
e s s e n t i a l to know about t h e i r r e l a t i v e magnitudes as well 
as the i n t e r - r e l a t i o n s hip among them. Several s tudies have 
been conducted in d i f f e r en t countr ies to examine the i n t e r -
dependence between the forms of savings . These s tudies 
ireveal tha t most of the forms of savings show a very high 
degree of s u b s t i t u t a b i l l t y . In o ther words / an increase 
in a p a r t i c u l a r form of saving need not necessar i ly r e f l e c t 
a corresponding increase in the t o t a l ava i lab le resources 
for economic development. I t i s the sum to t a l of saving, 
i r r e s p e c t i v e of the form i t t akes , which I s predominantly 
8. rxiesenberry - 'Determinants of Saving Behaviour'* 
Savings in the Modem Economy. 
responsible for making available the resources for Invest-
ment, whether I t be wise or not# productive or unproductive. 
Hence# In any attenpt at Increasing the l eve l of saving or 
the propensity to save subst l tutabl l l ty among different fojcms 
should be carefully assessed. 
An Important problem encountered while defining 
saving i s that of the dist inct ion betwe^i saving and Invest-
9 
ment. This problem can be examined i n i t i a l l y at the level 
of a s ing le economic unit / say^ an individual or a corpora-
t ion . I t may be noted here that/ for an individuals 
Investment does not necessari ly bear any close relaticxi to 
saving. As a natter of fact# the correlation between saving 
and Investment for a typical economic unit may be zero or 
negative. In the case of a primitive kind of soc ie ty or 
for a developing economy the correlation betwe&i saving and 
investment may turnout to be somewhat higher than that in 
a developed economy. However# in India the coeff ic ient of 
correlation between saving and Investment i s expected to 
be low. 
9. In temis of Keyneslan analys is , Macro-econoudc equilibrium 
requires a leve l of aggregate investment suf f ic ient to 
absorbr the volume of aggregate saving in the economy. 
For analysing the saving Investment re la t ionships 
a t the l eve l of ec»noudc un i t I t l a convenient to consider 
saving as cons is t ing of two d i s t i n c t components, v i z , 
f inancia l itejiis and non-f inancial i teius. The non-financial 
p a r t of saving r e l a t e s to rea l investiuent made by the 
econondc u n i t whereas the f inancia l investment corresponds 
to the increase in a l l types of f inancia l a sse t s less the 
increase in f inanc ia l l i a b i l i t i e s . 
I t i s well known tha t for a closed economy, having 
no t rade r e l a t i ons with o ther coun t r i e s , saving i s equal 
to investment. I t la here tha t the s tudent of economics 
i s confronted with the apparent conf l i c t tha t while saving 
and investment are equal a t the leve l of t o t a l economy, 
saving has no r e l a t i on to investment for an individual 
u n i t . The conf l i c t can, however, be resolved whai i t i s 
observed tha t the d i f f e ren t f inancia l items of savings in 
an economy must cancel each o ther . Any Increase in f inan-
c i a l a s se t s of an individual cinist e i t h e r correspond to a 
decrease in his own l i a b i l i t i e s o r to an increase in 
l i a b i l i t i e s of some o the r person in the economy. Hence, 
the f inanc ia l part of saving when aggregated over intSlvl-
dual unit i s wiped out and saving equals investment for 
the economy as a whole. The d i s t i n c t i o n , however l i e s in 
the fac t that when an indiv idual i n v e s t s his savings in 
f inanc ia l a s s e t s he i s making his resources a v a i l a b l e to 
someone e l s e tor purposes of investment. 
The same p r i n c i p l e holds true in the case of an 
open economy as w e l l . The domestic investment of a country 
inc luding Government as wel l as business investment/ i s added 
to the 'net foreign investment* to obtain domestic sav ing . 
For t h i s purpose the net foreign invesbitent i s defined as 
ne t export balance of coninoditles and s e r v i c e s which 
corresponds to domestic investment in being financed by 
domestic sav ing . However/ in case there e x i s t s an import 
balance the s ign of net foreign investment would be negat ive 
and hence the t o t a l amount i s deducted from domestic Inves t -
ment to arr ive a t domestic sav ing . Thus, for the economy 
as a whole saving equals investment which Includes net 
foreign investment a l s o and a l l types of i n t e r - s e c t o r a l 
f inanc ia l claims o f f s e t each o ther . 
Some technical Issues may be brought out here for 
a bet ter understanding of the concept of saving, i t might 
be noted that def init ion of saving which refers to the 
increase in assets l e s s increase in l i a b i l i t i e s excludes 
a l l types of revaluation items and capital transfer. This 
may be i l lustrated by certain examples. Consider the 
individual who possesses a constant amount of stock which 
i s valued at Rs. lO^ CXK) at the beginning of the period and 
Rs. 20,000 at the end of the period. Further, assuming 
that the individual has neither bought any new securi t ies 
nor disposed of his exist ing stock during this period, 
the apparent increase of Rs. 10,000 in the value of stock 
can not be interpreted as saving because I t has not financed, 
e i ther d irect ly or indirect ly , any new investm^it during 
the period. This increase in value represents a capital 
gain or a revaluation item. Secondly, i f a rich re lat ive 
leaves some property, e t c . to an individual this represents 
a capital transfer. As a resu l t , the wealth of the specif ic 
individual has certainly gone up while that of his relat ive 
has correspondingly gone down yet , there tes be«i no saving 
done by the community or the economy as a whole. I t ndght, 
therefore, be observed that saving i s dlffertfit from the 
changes in w e a l t h . However, In most of the*economies, 
u n l e s s t h e r e a r e g r e a t I n f l a t i o n a r y p r e s s u r e s , s a v i n g 
accounts fo r most of t he I n c r e a s e In wea l th , 
MAJOR SAVER GROUPS 
While t h e r a t e of domest ic saving in a coun t ry I s 
i m p o r t a n t i n l t s e l f # the forms i n which sav ings a r e held 
a r e e q u a l l y i m p o r t a n t i n de te rmin ing whether t h e sav ings 
a r e under taken by t h e i n d i v i d u a l s a r e a v a i l a b l e to the 
economy f o r inves tmen t by I n d u s t r i a l i s t and businessmen for 
a l l forms of s a v i n g s do n o t make the s av ings e q u a l l y a v a i l -
a b l e fo r the economy fo r i nves tmen t . Economists have found 
i t u se fu l to d i s t i n g u i s h a t l e a s t t h r e e s e c t o r s of the 
economy, namely, households , bus ines s firms o r p r i v a t e 
c o r p o r a t e s e c t o r and p u b l i c o r Government s e c t o r . 
The d i f f e r e n t forms of sav ings by i n d i v i d u a l s a r e 
q u i t e we l l known. Housing c o n s t r u c t i o n forms t h e most 
i m p o r t a n t i tem of d i r e c t Investment which i s followed by 
t h e e n t i r e hos t of f i n a n c i a l i t ems I n c l u d i n g , l i a b i l i t i e s . 
The d e f i n i t i o n of t h i s s e c t o r , however, invo lves a t e c h n i c a l 
8 
question regarding the separation of non-corporate business 
accounts from other personal accounts. 
As regards the corporate or business sector and 
the government sector no t.ucn class i f lea to ry con^licatlon 
a r i s e s . In both cases a l l types of capital expenditures 
on fixed assets and inv^itories are taken to represent 
investment, whereas retained earnings of the corporation 
and the operating surplus of the government after making 
the necessary adjustments for capital consumption allowances 
and the capital gains or losses provide a measure of saving. 
The government sector, however, involves the problem of 
c lass i fying capital expenditures versus current expenditures 
which has already been discussed. 
I t would be worth while to examine here the 
d i f ferent ia l aspects of saving behaviour of the above 
mentioned sectors and their impact on the overall saving 
in the economy. This i s particularly Important for the 
fonnulation of basic po l i c i e s as the e f fect of an increase 
in the leve l of taxation on the leve l of national income. 
The overall saving wi l l increase or decrease depending upon 
the proportion of increased tax revenue that i s spent by 
the government on investment goods or consun^tion goods. 
The t o t a l aavlng In the economy can/ in general , be 
expressed as the t o t a l of aavlng of the three s e c t o r s . 
S + S + S p e g 
and 
S S y S Y S Y 
Y Y Y Y Y Y Y 
p e g 
Where the s u f f i x e s p> c & g correspond to personal , 
corporate and government s e c t o r s r e s p e c t i v e l y . I t can, 
th«»r*»frirA. be seen that the r e l a t i v e saving propens i t i e s of 
the d i f f e r e n t s e c t o r s and t h e i r corresponding shares in the 
National income c o n s t i t u t e the inrportant factors in d e t e r -
mining the o v e r a l l saving p r o p e i s i t y of the economy. In 
many econoiiiies the government saving - income r a t i o i s found 
to be higher than the Individual saving-income r a t i o . In 
such case i f the government takes away money from individuals 
in the form of taxes e t c , the o v e r a l l saving i s expected 
to i n c r e a s e . This need not n e c e s s a r i l y be true in a l l 
c o u n t r i e s . The saving-income r a t i o of the business s e c t o r , 
on the other hand, i s unanimously found to be the highest 
and any atteitipt to take money away from business u n i t s would 
lend to lower the o v e r a l l saving-income r a t i o . 
10 
SAVING POTEyiTIAL OF RURAL INDIA 
The f i r s t comprehensive sample s tudy of family saving 
was conducted J^ y the Reserve Bank of I nd i a i n 1950-51. The 
r u r a l c r e d i t su rvey was the on ly survey t h a t had s tud i ed 
r u r a l sav ings adequa te ly and on an a l l I nd ia b a s i s . In a 
way i t i s s a id to be the f i r s t s t a t i s t i c a l a t t e n p t made in 
Ind ia to e s t i m a t e t h e magnitude of sav ings in r u r a l I n d i a . 
However, the survey f inds i t d i f f i c u l t to a s s e s s t h e r u r a l 
s av ings on the b a s i s of income and expend i tu re method. On 
accoun t of t he p r e v a i l i n g t r a d i t i o n s the sav ings of the 
r u r a l f a m i l i e s may be measured in terms of t h e i r inves tment . 
The inves tment of r u r a l f a m i l i e s i n c l u d e s farm o r non-farm 
b u s i n e s s o r i t may c e r e l a t e d to the c o n s t r u c t i o n and r e p a i r 
of r e s i d e n t i a l houses . Repayments of d e b t , buying of s h a r e s , 
making o t depoa i t t t , le i iuing of iioney to o t h e r s fo r c a p i t a l 
o r consumption purposes and so f o r t h . Hence, f inding i t 
d i f f i c u l t to throw l i g h t on the p a t t e r n of n e t sav ings the 
su rvey p r e s e n t s t h e i r e s t ima t ion of g ro s s s a v i n g s . 
According to the su rvey , g ros s sav ings means "owned 
r e sou rces used f o r expend i tu r e on d i r e c t c a p i t a l formation, 
on a c q u i s i t i o n of c a p i t a l a s s e t s , o r fo r t h e 
10 lending o r fo r repayments of old debts . • • 
lO, See Muta l lk Desa i , V.R. S o c i a l Aspects of Sav ings , 
1967, p . 1 6 7 . 
11 
Apart from the rura l c red i t survey on rura l savings 
behaviour in India several o ther s tudies conducted on house-
hold savings behaviour in Ind ia , Many researchers have 
pursued the f i r s t approach, v i z . t es t ing the a p p l i c a b i l i t y 
of the three celebrated post keynesian hypothesis of consump-
tion function : Permanent IncoHie hypothesis (PIH), Life-cycle 
Hypothesis (LCH) and Relative Income Hypothesis (RIH). The 
conclusion thrown up by these s tud ies are d i s s iu t i l a r . In 
an ear ly study Friend concludes tha t a "Normal Income 
va r i an t of PIH i s appl icable to the Indian household sec to r . 
12 13 
Roy Choudhary and Gupta find tha t there I s not enough 
eiiiplrlcal support for a l l aspects of the PIH. Siogh, Drost 
14 
and Kumar find tha t a s l u d l a r Keynesl^ consuuption function 
15 
may tie s u i t a b l e for Ind ia . Bhalla using panel data#however, 
shows tha t in the rura l sec to r saving ra tes a re not indepen-
dent of the l eve l of permanent Income. 
1 1 . Friend, I rwin, The Propensity to save in Ind ia , Economic 
Development Issues and P o l i c i e s , Vera, Bombay, 1966, p . 153. 
12. Roy Choudhary, U.D,,"Income Oonsumptlon and saving in 
ru ra l & urban India" , Review of Income and wealth se r ies 
14, No.9, 1968, pp.32 
13. Gupta, K.L., "On Some Determinants of Rural and Urban 
household Saving Behaviour", Economic record, Dec.1970, 
pp.578-83. 
14. Singh, B . , Drost , H. & Kumar, R.C., "Empirical evaluation 
of the Rela t ive , Permanent and Life-cycle Hypothesis. 
Economic Development and Cultural change, 1978, Vol.76, 
pp.282-305. 
15. Bhalla , S . S . , Measurement Errors and Permanent Income 
hypothesis , evidtfice from rura l Ind ia , ;yER, June 1979, 
pp.295-307. 
12 
; ^ a r t from t e s t i n g the a p p l i c a b i l i t y of LCH, RIH and 
PIH« neffi hypothesis have also been advanced and t e s t ed . 
i ) Raj/ K.N. found that Income red i s t r ibu t ion 
brought about by a f a l l in ag r i cu l tu re p r ices 
during the period 1950-51 to 1957-58 increased 
the saving r a t e . He a lso indicated how the lag 
in the response of consumption to changes in 
income contributed to an increase in savings. The 
hypothesis of income r ed i s t r i bu t ion in favour of 
upper income groups promoting savings was also 
17 tes ted among others by Rao, 
18 i i ) Friend made a pioneering e f for t in marshalling 
d e f i n i t e evidence from NCEAR data in favour of 
the hypothesis of a lower p rop^ i s i t y to save in 
19 the a g r i c u l t u r a l s ec to r . Panikar using family 
budget data / however disputes th i s view. On the 
20 
other hand/ Gupta using time se r i e s data/Upholds 
16. Raj/ K.N,, "The marginal r a t e of savings in the Indian 
Economy, Oxford Economic Paper, 1962. 
17. Rao, V.K.R.V.,"Savings Capital formation and National 
Incomes", Economic & P o l i t i c a l Weekly 1980,Vol.XV/ No.22. 
18. Friend/ Irwin/ Op.c i t , 
19. Panikar/ P.G.K./ Rural saving in Ind ia , Sonlya, Bombay, 
1970. 
20. Gupta, K.C./ Op .c i t . 
13 
the hypothesis of Friend, Subsequently surveys 
by the NCAER (1972/ 1980) for aggregate consunop-
21 t i on / sav ings and by Krlshnamurty and Saibaba 
22 
and Mody for household savings have a l s o t e s t i -
f ied to the hypothesis of a higher saving r a t i o 
in the non-agricul tural s e c t o r than in the a g r i -
cu l tura l s e c t o r . 
i i i ) The r o l e of I n f l a t i o n has been another popular 
theme to work wi th . In his regress ion equations 
23 for household savings / Diwan g e t s a negat ive 
c o e f f i c i e n t for p r i c e l e v e l and a p o s i t i v e one 
24 for the p r i c e change, Gupta ge t s both p o s i t i v e 
and negat ive c o e f f i c i e n t s for the p r i c e v a r i a b l e . 
25 Krlshnamurty and Saibaba find that i n f l a t i o n has 
a favourable Inpact on both aggregate and household 
26 
sav ings . In contras t / Chakravarty argues that 
i n f l a t i o n reduces the i n v e s t l b l e surpluses of 
21. Krishnamutry/ K. & Saibaba, P . / Determinants of saving 
ra te In I n d i a , Indian Economic Review, 1981.vol.XVI/No,4 
pp.225-50 . 
"22. Mody, Ashoka/ Rural Resources generation and mobil izat ion 
Economic & P o l i t i c a l Weekly, 1983, pp.789-824,Annual No. 
23 , Diwan, R.K.,"Effect of Pr ice on Savings", Economic Develop-
ment ?od cu l tura l Change, 1968 ,Vol .10 , pp.430-35. 
24, Gupta, K.L. O p . c l t . 
25, Krishnamurty, K. and Saibaba, P., Op.clt, 
26, Chakravarty, S,, Reflection on the Growth Process in the 
Indian Economy, 1973. 
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both public and private sectors. Majumdar, 
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Venkatchalam & Raghvachari ' a rgue t t e t i n f l a t i o n 
a f t e r t h e mid - seven t i e s has i nc reased the saving 
r a t e by making income d i s t r i b u t i o n more unequa l . 
In t h i s ou r approach to t h e problem we would l i k e to 
a n a l y s e the p a t t e r n of r u r a l sav ings d e p o s i t s i n Faizabad 
D i v i s i o n , i n which f i n a n c i a l i n s t i t u t i o n s encourage r u r a l 
s av ings such as commercial banks , r e g i o n a l r u r a l banks , 
c o o p e r a t i v e banks and smal l sav ings schemes through p o s t 
o f f i c e s , which in t h e i r t u rn have c o n t r i b u t e d to economic 
a c t i v i t i e s and s p u r to t h e expansion of a g r i c u l t u r e and a l l i e d 
a c t i v i t i e s , i n d u s t r i e s , t r a d e and commerce. 
OBJECTIVES OF THE STUDY: 
The g e n e r a l o b j e c t i v e of the s tudy i s to e v a l u a t e 
l e v e l s of s av ings and growth of s a v i n g s , i iob i l lzed oy 
d i f f e r e n t f i n a n c i a l I n s t i t u t i o n s i n r u r a l a r ea and i t s r o l e 
i n t h e economic development of Faizabad D i v i s i o n . 
The s p e c i f i c o b j e c t i v e s of the p r e s e n t s tudy a r e : 
7 7 , Majurodar, Venkatachalam & Raghavachari , The High Saving 
Phase in Ind ian Economy, 1980, Occasional P a p e r s , RBI, 
V o l . 1 ; N o . l . 
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i ) To e v a l u a t e t h e perfonuance of v a r i o u s types 
of sav ing d p o s i t s by d i f f e r e n t f i n a n c i a l 
i n s t i t u t i o n s . 
i i ) To e v a l u a t e i i oDi l i za t ion of r u r a l sav ings and 
i t s r o l e i n c r e d i t p lann ing under l ead bank 
scheiies fo r economic development i n Faizabad 
D i v i s i o n . 
i i i ) To e v a l u a t e i n t e r - r e l a t i w i s h i p among t h e r a t e 
of growth of sav ing in Faizabad D iv i s ion w i t h 
growth r a t e of I n d i a as a whole . 
DATA BASE AND METHODOLOGY; 
This work i s p r i m a r i l y based on the a n a l y s i s of 
d a t a fu rn i shed by v a r i o u s o f f i c i a l o r g a n i z a t i o n s as we l l as 
o t h e r a g e n c i e s and i n d i v i d u a l s t u d i e s . The major sou rces 
used a r e D i s t r i c t C r e d i t P lans of Faizabad Div i s ion^va r ious 
i s s u e s / r e p o r t s on Na t iona l Savings in Faizabad D i v i s i o n / 
r e p o r t of t h e Cent re fo r moni tor ing Ind ian Economy (Economic 
I n t e l l i g e n c e S e r v i c e ) / and R B I ' S r e p o r t s on t rend and p r o -
g r e s s of banking in I n d i a v a r i o u s i s s u e s . 
16 
The d a t a conta ined in the Reserve Bank of I n d i a ' s 
r e p o r t on t rend and p r o g r e s s of banking i n Ind ia furn ished 
e x t e n s i v e i n fonna t i on on t h e s i z e of branch expansion and 
m o b i l i z a t i o n of saving d e p o s i t s in I n d i a and D i s t r i c t 
Cred i t P lans a r e he lpfu l f o r t h e d a t a of Faizabad D i v i s i o n . 
The method of r e s e a r c h followed dur ing the course 
of s t u d y was a n a l y t i c a l in n a t u r e . The s t u d y examines the 
d a t a r e l a t i n g t o t h e s u b j e c t and deduced c e r t a i n r e l a t i o n -
s h i p , c o l l e c t e d d a t a were t a b u l a t e d , ana lysed and i n t e r p r e t e d 
i n consonance w i th t h e o b j e c t i v e s of the p r e s e n t s t u d y . 
Simple mathemat ica l t o o l , i . e . p e r c e n t a g e method was followed 
to draw c e r t a i n r e s u l t s . 
PLAN OF THE WORK; 
The f i r s t chap t e r d e a l s w i th t h e c o n c ^ t of saving 
and n a t u r e and s o u r c e of d a t a . 
Chapter I I examines two Impor tan t i s s u e s . F i r s t , 
the r o l e of f i n a n c i a l i n s t i t u t i o n i . e . commercial banks 
and i t s s u b s i d i a r i e s a f t e r n a t i o n a l i z a t i o n , t r ends of 
17 
branch expansion and deposi t mobilization in Ind ia . Next 
i s the extent of mobilization of saving deposi t s and branch 
expansion in ru ra l a r ea s . 
Ctiapter I I I deals with the nob i l i za t ion of rura l 
savings deposi ts in Faizabad Division. Data a re used to 
explain growth r a t e of saving deposi ts in ru ra l areas of 
Faizabad Division. 
The behaviour of National Saving Scheme and i t s ro le 
are examined in Chapter IV, data examined comparative growth 
of saving deposi t in Faizabad Division with deposi t growth 
in a l l over India and in u t t a r Pradesh. 
Chapter V explains the r o l e of ru ra l saving in 
c r e d i t planning under the lead bank schemes for the deve-
lopmental programmes of the Faizabad Division fa l l ing under 
a g r i c u l t u r e and a l l i e d a c t i v i t i e s / v i l l a g e and cot tage 
i ndus t r i e s and t e r t i a r y sec to r a c t i v i t i e s . 
F ina l ly , chapter VI sums up the main r e su l t s of 
the study and puts for th some iirportant suggest ions. 
_C_H_A__P_T_E_R_- I I 
RQI.,E OV FTNANCIAI^  INSTITUTION TO ENCOURAGE 
RURAL SAVINGS 
I n a t l t u t l o n a l sav ings mean sav ings cQl lec ted by 
d i f f e r e n t f i n a n c i a l I n s t i t u t i o n s , I n s t i t u t i o n a l s av ings 
system In r u r a l a r e a s cor tpr lse of the o o - o p e r a t l v e banks , 
coHimerclal banks and r e g i o n a l r u r a l banks . These I n s t i -
t u t i o n s p l a y an Inipor tant r o l e t o mob i l i ze s av ings In 
r u r a l a r e a s . I t I s a l s o c a l l e d Mult l A g ^ c y approach to 
r u r a l a r e a s . 
The r u r a l a r e a s of t h e count ry were underbanked 
t i l l r e c e n t l y and c o n t i n u e to be r e l a t i v e l y underbanked even 
a t p r e s e n t . The p r e s e n c e and o p e r a t i o n s of commercial banks , 
d i f f e r e n t types of c o o p e r a t i v e banks and the r e g i o n a l r u r a l 
banks In t h e r u r a l a r ea s of t h e coun t ry w i l l tend to expand 
r u r a l banking in t h e coun t ry on a s c a l e much l a r g e r than 
what i s p o s s i b l e i f banking a c t i v i t i e s i n t h e r u r a l a r e a s 
a r e l e f t to be u n d e r t a k e by on ly one type of banking i n s t i -
t u t i o n s . The p r e s e n c e of d i f f e r e n t types of banking i n s t i -
t u t i o n s w i t h d i f f e r e n t types of d e p o s i t and lending a c t i v i t i e s 
w i l l encourage t h e banking h a b i t among the peop le in t h e 
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ru ra l areas and wil l expand rura l banking in the country 
and wi l l promote the productive uae of ru ra l savings. 
As such, i f ru ra l banking in the country i s l e f t 
to be developed by the cooperat ives/ regional rural banks and 
coiiinercial banks a l s o , i t i s poss ib le to bring about an 
in tegra ted development of the Indian banking system. An 
in tegra ted development of the country 's banking system wil l 
a l so promote i n t e r - r eg iona l mobil i ty of saving deposi ts 
of the banks and wi l l help in bringing about a balanced 
regional d i s t r i b u t i o n of banking f a c i l i t i e s in the country. 
An advantage of the multi-agency approach to ru ra l 
banking i n s t i t u t i o n in the country i s the promotion of 
rura l -urban mobi l i ty of saving. While the a c t i v i t i e s of 
the cooperatives and regional ru ra l banks a re l a rge ly 
confined to the ru ra l areas of the country* the commercial 
banks operated in the ru ra l as well as in the urban a reas , 
so t ha t rural-urban mobil i ty of savings can be promoted 
by the coiifnercial banks by sh i f t i ng resources from t h e i r 
ru ra l to urban branches or from t h e i r urban to ru ra l 
branches depending upon requirements and thereby promoting 
the productive use of savings . 
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Thus the presence of commercial banks as a component 
of the nmlti agency approach to rura l banking wi l l promote 
rural-urban n o b i l i t y of savings and w i l l thereby promote 
the product ive use of ru ra l savings in the country. 
COiKiiercial banks occupy a unique pos i t ion among 
f inancia l i n s t i t u t i o n s . This uniqueness of conunercial 
banks a r i s e s on account of the fact tha t among the various 
f inancia l i n s t i t u t i o n s banks alone have the a b i l i t y to 
c rea te money in the form of c r e d i t and thereby provide the 
economy with addi t ioua l purchasing power and l iquid inves t -
able resources . Tradi t ional ly* however* a commercial bank 
has been considered b a s i c a l l y as a ouslneas i n a t i t u t i o n 
tha t aiiiis a t maximising i t s own p r o f i t while undertaking 
i t s a c t i v i t i e s , i t s se rv ice to soc ie ty being inc iden ta l to 
the bas ic objec t ive of maximizing i t s own p r o f i t . This 
orthodox view on the nature of a bank has undergone a change 
in recent years and the banking system of a country i s now 
being considered as cons t i tu t ing e s s e n t i a l l y and fundamentally 
the f inancia l i n f r a s t ruc tu re of the economy ra the r than as 
1, See Bhat, M.S., The banking system as the Financial i n f r a -
s t r u c t u r e of the economy. The Indian economic Journal* 
Vol.3 4* No.l* Ju ly -Sep t . 1966* pp.34-40. And banking expan-
sion and Economic Development. 
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a mere agglomeration of p r o f i t seeking business i n s t i t u t i o n s , 
A well developed coiuiiercial banking system I s / therefore/ 
one of the bas ic requireuents of the economic development of 
an underxJevelop^a country. Consequently/ the functioning of 
coninerclal oanka in a developing economy l i k e India should 
2 be iiotivated by 'Social Product ivi ty" and soc ia l object ives 
r a the r than maximising p r i v a t e p r o f i t . Banks/ therefore/ 
have a dynamic ro le to play in a developing economy. 
The coiiuiiercial banks form an i i iportant l i nk in the 
rura l banking system of India a t p resen t . Tradi t ional ly* 
however/ the coinmercial banks in the country were l a rge ly 
urban baaed and were financing mainly l a rge s ca l e indus t ry , 
whole s a l e t rade and commerce in the urban areas and indus-
t r i a l sec tors in the country and were concentrat ing on the 
provision of shor t term secured loans to such occupations 
and were motivated by the objec t ive of maximising p r o f i t 
3 
for t h e i r share holders . 
Since the na t iona l i za t ion of the fourteen major 
coiiixiercial banks in the country in Ju ly 1969/ there has 
2. See Bhat/ N.S . / The Social Product iv i ty (1977), pp.205-09 
3 . See Bhat/ N.S . / Aspects of Rural Banking, New Delhi,1988, 
pp.24-25. 
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been a c o n s i d e r a b l e change and improvement in t h e geographi -
ca l and s e c t o r a l coverage by t h e commercial banks i n t h e 
coun t ry w i t h a view to b r i n g i n g about a balanced r eg iona l* 
l o c a l and s e c t o r a l d i s t r i b u t i o n of banking f a c i l i t i e s i n 
the coun t ry and w i th a view to deve loping the f i n a n c i a l 
4 
i n f r a s t r u c t u r e of i t s economy. 
Consequent ly , the banking escpansion and branch 
l i c e n s i n g p o l i c y in the coun t ry s i n c e 1969 has b e ^ such 
as to b r i n g about a more balanced r e g i o n a l d i s t r i b u t i o n of 
banking f a c i l i t i ^ by d i r e c t i n g the commercial banks to 
open more and more branches in backward and r u r a l a r ea s 
5 
and In t h e h i t h e r t o unbanked a r e a s . 
LOCAL DISTE^BUTION OF BANKING FACILITIES: 
The presence of local Imbalances in the distribution 
of banking facilities was another feature of the Indian 
commercial banking system at the end of June 1969. These 
local imbalances manifes'ted themselves in the form of an 
unbalanced distribution of banking facilities as between 
4. See Bhat, N.S., Ibid., p. 26. 
5. See Reserve Bank of India Report on Trend & Progress 
of banking in India, 1985-86, pp.85-88. 
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the urban and rura l areas within a region or S t a t e while 
the urban areas and i n d u s t r i a l and business centres in a 
region had developed banking f a c i l i t i e s / the rura l areas 
in a region were underbanked (see data in table 2.1 )• 
Banking f a c i l i t i e s tended to be concentrated in the bigger 
c i t i e s * i n d u s t r i a l centres and por t towns to the neglect 
of the banking needs of the ru ra l areas in the country. 
consequently/ a f t e r na t iona l i za t ion the rural-urban 
d i s p a r i t y in the a v a i l a b i l i t y of banking f a c i l i t i e s in the 
country tes narrowed down considerably as i s evident from 
the data contained in the Table No.2 .1 . These data show 
tha t while the ru ra l branches formed only 22,4 percent of 
the t o t a l number of 8262 commercial bank off ices functioning 
in the country a t the end of June 1969, a t the end of June 
1991 / ru ra l branches formed as nMch as 58.5 percent of the 
t o t a l nuuiber of 60.,190 branches of commercial banks func-
t ioning in the country. This was made poss ib le because of 
the fact tha t the number of ru ra l branches of con«T»erclal 
bduKs increaaed during the period a t a much f a s t e r r a t e than 
the increase in the number of branches functioning in the 
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urban areas . While the number o f branches o f comnerclal 
banka functioning in Metropolitan and port towns increased 
by 273,7 pei^cent, those functioning in senii-urban areas 
increased by 231.8 percent during the period June 1969 to 
June 1991 as aga ins t 628.5 percent increase in the t o t a l 
number of branches of coromerclal banks functioning in .the 
country as a whole« the number of branches functioning In 
rural areas increased by as much as 1820.8 percent . This 
i s a c l e a r po in ter to the fac t that main thrust of the 
banking expansion p o l i c y adopted in the country s i n c e 1969 
has been on the expansion of banking f a c i l i t i e s in the rural 
areas and in the h i therto unbanked areas wi th a view to 
provide the country's economy with a wel l developed financed 
in fras truc ture fr>om rural areas , 
DEPOSIT GROWTH; 
The n a t i o n a l i z a t i o n has enabled the banks to tap 
the d e p o s i t s o f the rural masses to a great ex tent . The 
d^>osits have grown very f a s t during the period June 1969 
to March 1990-91. The concentration of the banks in the 
rural areas has been success fu l In c u l t i v a t i n g the saving 
habit among the rural population with the penetrat ion of 
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the banks lntx> rural areas / the share of the saving of 
the rural household flowing i n t o the banks has increasedr 
i t i s presented in the Table No.2.2 below: 
TABLE - 2 .2 
Growth of Deposits 
(Rs. in Crores) 
5 J 1 
Population j J j9^5 .^  I ^ ^^ge % [ March 1990-91 % 
Group/Centrel i I 
Rural 145 ( 3 . 1 ) 14375 (14 .0 ) 31408 (16.3) 
Semi-Urban 1024 (22 .0 ) 21404 (20 .9 ) 
Urban 1209 (25 .9) 26660 (26 .0) 
Port^TSii^*" 2287 (49 .0) 40186 (39 .2) 
Total 4665 (100,0) 102625 (lOO.O) 192542 
SOURCE: Reserve Bank of India - Report on trend and Progress 
o f Banking in India , 1986-87 & 1990-91. 
NOTE: 1) Rural Centres: Places with population upto 10,000. 
2) Semi-Urban: Places wi th population over 10#000 and 
1,00,OOO. 
3) Urban Centres: Places wi th population over 1,00,000 
and upto 10 ,00 ,000 . 
4) Metropolitan Centres: Places with population over 
10 ,00 ,000 . 
5) Figures in brackets i n d i c a t e s the percentage share. 
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The t o t a l deposi ts of the scheduled coirimercial banks 
were fo. 4,665 crores as a t the end of June 1969, The rural 
deposi ts a t the end of June 1969 were only Rs, 145 crores 
which accounted for hardly 3.1 percent of the t o t a l deposits 
and tha t of 3eitd~urban branches were Rs, 1,024 c ro res , accoun-
t ing for 22 percent of the t o t a l deposits^ But na t iona l iza t ion 
has changed the p i c t u r e dramat ica l ly . The data shows tha t 
by December 1986 rura l deposi ts has gone up to Rs. 14,375 crores 
and contributed 14 percent of the t o t a l scheduled commercial 
bank depos i t s , i f we include semi-urban centres also in 
ru ra l a r ea s , the deposi t s has increased from 25 percent to 
35 percent and fur ther t o t a l d ^ o s i t Increased to Rs.l92;542 
crores a t the end o£ f»arch, ,1990-91. The share of rural sector 
gone upto 16.3 per cen t . 
While the metropolitan branches which had a share 
of 49 percent in June, 1969, witnessed a dec l ine to 39 per -
cent in Decejiiber 1986, Consequently, the ru ra l share has 
increased and gone up a f t e r the na t iona l i za t ion of commercial 
banks and branch expansion in rura l areas in 1969. 
A h i s t o r i c a l review of ru ra l f inancial i n s t i t u t i o n 
in India goes as far back when the only f inancia l i n s t i t u t i o n 
working in ru ra l areas were cooperat ive c r e d i t soc i e t i e s 
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and cooperative banks. Cooperative iaanks form an impor-
tant link in the present rural banking system of India. 
Hence, an analysis of the significance and rec^it trends 
in cooperative banking should form an inportant part of 
study of rural financial Ins t i tu t ion in India. 
The origin of the cooperative credit ins t i tu t ions 
in the country can be traced to the various malpractices 
and exploiting nature of the vil lage money lenders and the 
necessity of providing the agr icul tur is ts in the country 
with an alternative* cheap and Ins t i tu t ional source of 
credi t . Though started in 1904 with the passing of the 
cooperative credit societ ies act with the objective of 
promoting the habit of th r i f t and savings among i t s members. 
The extent to which this objective i s attained depends on the 
amount of deposits mobilized by the soc ie t ies . As the All 
India Rural Credit Review Committee observed, an important 
indicator of success and efficl^icy of any credi t agency, 
which i s also a banking ins t i tu t ion , is the extent to which 
i t i s able to mobilize the savings of the community in the 
forms of deposits . This is par t icular ly significant for 
the cooperative credit structure because of i t s emphasis on 
t h r i f t . 
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Coopera t ive c r e d i t i n s t i t u t i o n c o n s i s t s of t h r e e 
t i e r s t r u c t u r e to meet s h o r t and medium term c r e d i t needs 
of a g r i c u l t u r i s t s , v-Zhile the p r imary a g r i c u l t u r a l coopera-
t i v e c r e d i t s o c i e t i e s o p e r a t i n g a t v i l l a g e l e v e l form the 
base of t h i s t h r e e - t i e r s t r u c t u r e . The c e n t r a l coope ra t i ve 
banks should cover on a r ea n o t exceeding a d i s t r i c t and 
s e r v e 200 to 250 s o c i e t i e s . I t i s a l s o c a l l e d D i s t r i c t 
Coopera t ive banks / and I t s top o r apex i s formed by S t a t e 
6 
c o o p e r a t i v e banks func t ion ing a t t h e s t a t e l e v e l . 
PROGRESS OF CO-OPERATIVE BANKING 
AND DEPOSIT GROWTH: 
The c o o p e r a t i v e banks have been regarded as the 
b e s t i n s t r u m e n t s f o r t he socio-economic improvement of the 
p e o p l e of smal l means. They a r e expected to do a l o t f o r 
t he r e c o n s t r u c t i o n by tapping r u r a l r e s o u r c e s and by d i s -
pens ing adequa te c r e d i t . Thus DOC Banks a r e requ i red to 
p l a y a c r u c i a l r o l e in t h e m o b i l i z a t i o n of d e p o s i t s * given 
in t h e Table N o . 2 . 3 . 
6 . Reserve Bank of I n d i a - Report of t h e All Ind ia Rural 
C r e d i t Review Committee (1969) , p . 1 5 4 . 
30 
TABLE - 2.3 
P rogress of Oo-opera t lve Banking 
And Depos i t Growth 
(Amount in Rs, c r o r e s ) 
Year 0 i^^^^i ""?'i> Depos i t s 0 Average Depos i t 
! DCC Banks! '^ ! (Per bank) 
1984 N.A. 3,765 N.A. 
1988 1722 7 ,390 20 
SOURCE; The Co-Operator , May 1, 1991, p , 5 3 1 . 
The t o t a l d e p o s i t s of DCC Banks i n the coun t ry 
i n c r e a s e d from Rs, 3,765 c r o r e s i n 1984 to ps, 7,390 c r o r e s 
in 1988 wi th t o t a l c o o p e r a t i v e banks numbering 1,722 i n 
1988. Average d e p o s i t s p e r DCC Banks i n 1988 a t a l l I n d i a 
l e v e l was o n l y about Rs,20 c r o r e s . Against t h i s , average 
d e p o s i t s p e r DCC banks i n Maharashtra were Rs. 68 c r o r e s 
followed by Rs. 66 c r o r e s in G u j a r a t , Rs. 42 c r o r e s i n Tamil 
Nadu and Rs. 29 c r o r e s in K e r a l a . But i n K a m a t a k a , i t was 
only about Rs, 18 c r o r e s . 
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Out of t o t a l d e p o s i t s , d e p o s i t s mobi l ized from 
Inoiivlducila a r e ve ry l e a s in DCC Banks. About 50 p e r c e n t 
of t o t a l d e p o s i t s belong to i n s t i t u t i o n s . As p e r the 
l e g a l o b l i g a t i o n in the s t a t e c o o p e r a t i v e s o c i e t i e s Act , 
a ix c o o p e r a t i v e s nave to d e p o s i t t h e i r s u r p l u s funds i n 
t h e i r r e s p e c t i v e f i n a n c i a l banks even though they may pay 
7 
l e s s e r r a t e of i n t e r e s t than commercial banke r . 
The Banking Oommisalon (1972) made the reconroendatlon 
t h a t a chain of r u r a l banks be e s t a b l i s h e d in a d d i t i o n to 
t h e r e g u l a r branches of commercial banks a l r e a d y ope ra t ing 
o r to be opened i n r u r a l a r e a s . I t was of the opinion t h a t 
i n a coun t ry l i k e I n d i a where d i v e r s i t i e s abound, any s i n g l e 
type of f i n a n c i a l needs of peop le in t h e r u r a l a r ea s would 
n o t be an a p p r o p r i a t e method of d e a l i n g wi th the problem 
of r u r a l c r e d i t and d e p o s i t . 
COMMISSION'S RECOMMENDATIONSt 
The recommendations of the Banking Commission can 
be suiifnarized as fo l l ows : 
7 . Reserve Bank of I n d i a - Report on t rend and Progress 
of Banking in I n d i a , 1988-89. 
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1) A rura l bank has to ac t as a primary £>anking 
i n s t i t u t i o n wliich should serve a population 
ranging from 5000 to 200000. 
11) I t i s expected to mobilize the savings lying Id le 
in the v i l l a g e by accepting deposi ts in d i f fe ren t 
forms/ and ac t as an agent of development by p ro -
viding shor t tertiis and medium term c r e d i t . 
i l l )* I t sha l l provide o ther banking services to the 
loca l people by supplying them inputs and marketing 
a s s i s t a n c e . 
Though s t a r t ed in 1975, the Regional Rural Banks have 
now become an i n t e g r a l p a r t of the ru ra l banking system of the 
country and have been playing a coiiinendabie ro le in providing 
c r e d i t and banking services to the rura l areas by opening 
a l a r g e net-work of branches. 
Acting upon the recommendations/ the Government of 
India promulgated an ordinance on 6th September, 1975, 
and there under the f i r s t five regional ru ra l banks, were 
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set up on the 2nd October, 1975. The ordinance was later 
Q 
rep laced by t he 'Reg iona l Rural Bank Act , 1 9 7 6 . ' 
OBJECTIVES OF REGIONAL RURAL BANKS; 
The fol lowing o b j e c t i v e s fo r t h e e s t i b l l s h l n g of 
RRBs: 
i ) To develop r u r a l economy. 
l i ) To p r o v i d e c r e d i t f o r a g r i c u l t u r e and a l l i e d 
a c t i v i t i e s , p a r t i c u l a r l y to small and marginal 
f a n n e r s . 
i i i ) To encourage v i l l a g e i n d u s t r i e s and c o t t a g e 
i n d u s t r i e s . 
i v ) To reduce dependence of r u r a l peop le on money 
l e n d e r s . 
v) To f i l l gap c r e a t e d by nora to r lum on borrowing 
from money l e n d e r s . 
v i ) To help the poor f i n a n c i a l l y for t h e i r consuirip-
t i on n e e d s . 
v i i ; ro reach cnose f a r - f l u n g a r e a s , p a r t i c u l a r l y 
backward and t r i b a l a r e a s , and to make the se 
a r e a s economica l ly b e t t e r by opening branches in 
the a r e a . 
8 . Reserve Bank of I n d i a - Report on Trend and Progress 
of banking in I n d i a , 1984-85, p . 6 8 . 
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While the r u r a l banks b a s i c a l l y w i l l perform a l l 
the banking funct ion. I t wi l l be de s i r ab l e to enable them 
to perform ce r t a in non-banking funct ions . There a re follow-
9 ing functions of RRB. 
1) lioDllize local savings by means of the various 
types of deposi ts from the rura l a r ea s , i . e . 
cur ren t depos i t s , saving bank deposi ts e t c . 
11) To provide f inancial a s s i s t ance to the p r i o r i t y 
s e c t o r . 
i l l ) To extend necessary banking f a c i l i t i e s to remote 
a r eas , 
Iv) To ac t as a v i t a l instrument in the Implementation 
of governed sponsored schemes for ru r a l develop-
ment, namely, the IF©P, Twenty Point Econoadc 
Programme, D i s t r i c t Credit Plans and NA3AF© 
Schemes e t c . 
v) To adopt v i l l ages In the areas of operation and 
bring about overa l l econoailc development of such 
v i l l a g e . 
9. Government of India - Report of the Banking Oonmlssion 
(1972), p .577. 
PHQGRE5S OF REGIONAL RURAli BANKS (RRBs) r 
October 2, 1975 s h a l l always be reckoned w i th as 
an impor t an t land-mark in the anna l s of banking h i s t o r y of 
Ind ia ^ when f i r s t f i v e Regional Rural Banks were s e t up 
w i th an o b j e c t i v e to extend banking f a c i l i t i e s in the far^ 
f lung r u r a l a r e a s i n h a b i t e d by the down-trodden people 
compris ing among o t h e r s , of scheduled c a s t e and scheduled 
t r i b e s . Keeping in l i n e w i th t h e conmitment of the Govern-
ment to u p l i f t the r u r a l p o p u l a t i o n , the bank came i n t o 
e x i s t e n c e to c o n t r i b u t e t h e i r s h a r e in the achievement of 
t h e d e s i r e d g o a l s by p rov id ing f i n a n c i a l a s s i s t a n c e aimed 
a t g e n e r a t i n g income and t h e r e - b y r a i s i n g the peop le above 
t h e p o v e r t y l i n e . 
Tiic growth ^£ RRBs in the coun t ry i s shown in t h e 
Tab le N o . 2 . 4 . I t i s e v i d e n t from the t a b l e t h a t t h e r e 
were on ly s i x RRBs w i th 17 branches i n the coun t ry in 1975, 
wJdch i n c r e a s e d to 51 RRBs in 1978 w i th 562 b ranches , 
became s l u g g i s h du r ing t h i s p e r i o d . N e v e r t h e l e s s , the 
tempo of growth gained momentum from 1980 onwards, which 
went up to 196 RRBs w i t h 13,353 branches a t t he end of 1987 
and f u r t h e r i nc r ea sed to 14,511 branches a t t h e end of 1990 
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The RRBs made a remarkable p r o g r e s s of n e a r l y 40 p e r c « i t 
p e r annum from t h e p e r i o d 1980 onwards, 
TABLE - 2 ,4 
Growth of Regional Rural Banks and Deposits 
Mobilization in India (as at end of Dec.) 
i i 0 . ( 
iTo ta l No . lTo ta l N o , : D i s t r i c t : D e p o s i t Growth Amount 
Year j ^ ^ ^^^^^ J Branches : covered J in Crores Ra. 
1975 
1978 
1982 
1988 
1990 
SOURCE: S t : 
6 
51 
124 
196 
196 
a t i 8 t i c s 
17 
1760 
6191 
13787 
14511 
on Regii 
12 
101 
214 
363* 
3 SO* 
onal Rural Banks 
0 , 2 
74,14 
502.26 
2942.28 
4267,52 
1 (NABARD). 
* - Consequent upon r e o r g a n i z a t i o n of D i s t r i c t s , 
Even in r e s p e c t of t h e coverage of d i s t r i c t s , RRBs 
recorded a tremendous growth by cover ing 380 d i s t r i c t s of 
t he coun t ry as in Deceiriber 1990. The most impor tan t 
achleveni^ i t of RRBs was the coverage of the remote and 
economica l ly backward a r e a s of the c o u n t r y . Out of 115 
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d i s t r i c t s w i th s i z e a b l e t r i u a l c o n c e n t r a t i o n i n t h e count ry / 
RRB3 covered 92 d i s t r i c t s / i . e . 80 p e r c e n t of t he t o t a l . 
DEPOSIT GROIrTTH! 
The p r o g r e s s made by RRBs in t h e sphe re of d e p o s i t 
m o b i l i z a t i o n ove r t h e year* by p r o v i d i n g banking f a c i l i t i e s 
to unbanked and under-banked r u r a l a r e a s * g ives a good 
account of themselves by mob i l i z ing d e p o s i t s of funds which 
were locked i d l y w i th the r u r a l p o p u l a t i o n . The p rog re s s of 
d e p o s i t growth I s shown In the t a b l e . 
From a compara t ive meagre sum of Rs. 0 ,2 c r o r e s i n 
December 1975 to Rs. 74.14 c r o r e s in December 1978 and Rs.2942.28 
c r o r e s in December 1988' i s i n no way a mean achievement . The 
amount f u r t h e r i n c r e a s e d to Rs.4267.52 c r o r e s as i n December 
1990 / g i v i n g an ave rage of Rs. 1032 p e r d e p o s i t account as 
a g a i n s t Rs. 443 p e r d e p o s i t account i n 1978, which goes on to 
p r o v e t h a t RRBs have mobi l ized d e p o s i t s from smal l s ave r s 
and t h e r e f o r e they have come t r u e to t h e i r c la im of being 
smal l man's bank. 
From the foregoing d i s c u s s i o n i t can be concluded 
t h a t r e g i o n a l r u r a l banks have played a v i t a l r o l e i n the 
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uplif tment of ru ra l economy. Being s o l e l y responsible for 
rura l finance and depos i t mobi l i sa t ion , they have brought 
about a tremendous change in the rura l economy which other 
banks could not do during the long span of ru r a l banking. 
Hence, I t i s expected tha t development of regional ru ra l Bank 
would bring about a dynamic change in the ru ra l economy of 
India in the coming yea r s . 
An ana lys is of f inanc ia l i n s t i t u t i o n s in Faizabad 
Division shows the progress in terms of number made by 
coiiinerclal banks, cooperat ive banks and Regional Raral Banks 
In expanding banking f a c i l i t i e s in the ru ra l areas and 
depos i t mobil izat ion in the Faizabad Division during the 
period of December 1985 and March 1991. I t i s shown in the 
Table No,2.5 given below: 
TABLE - 2.5 
Progress of Financial Institutions in 
Faizabad Division 
(As at end of) 
^ „. ^ , jDec. 1985 t March 1991 4 Increase over Dec.'85 
i>iaiut3 u £ cxitci i iv;xax 
Oommercial Banks 
D i a t t . C o o p . Banks 
Regional Rural 
Banks 
TOTAL 
SOURCEt Lead Banks 
ONo. 
237 
109 
356 
702 
i% t o 4 No. 
( T o t a l 4 
3 3 . 8 334 
1 5 . 5 126 
5 0 . 7 410 
lOO.O 870 
4% to 4 
4Total4 
3 8 . 4 
1 4 . 5 
4 7 . 1 
1 0 0 . 0 
Report on D i s t r i c t C r e d i t 
No. 
97 
17 
54 
168 
P l a n , 
* 
4 
% t o 
T o t a l 
4 0 . 9 
1 5 . 6 
1 5 , 2 
Annual Action 
Plan, in Faizabad Division, Various Issues. 
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TABLE - 2.6 
Deposit Growth of Financial I n s t i t u t i o n in 
Faizabad Division 
(Amount in Rs.Crores) 
( Dec. 1985 ( March 1991 6 Increased 
0 t over Dec.'85 Name o£ Financial 4 I n s t i t u t i o n s 0 {Depositor to ODeposit 0% to {Depositor to 
J lltotal J 0 Total 0 OTotal 
Oomrnercial Bank 373.09 80.2 
Distt.Coop.Bank 30.24 6,5 
Regional Rural ^^^^^ 13^3 
Banks 
927.10 
62.93 
176.61 
79.5 
5 . 4 
15,1 
554.01 
32.69 
114.95 
148.5 
108.1 
186,4 
Total 464,99 100.0 1166.64 100.0 701.65 
SOURCE; Lead Banks Report on D i s t r i c t Credit Plan^ Annual 
Action Plan in Faizabad Divis ion, Various i s s u e s . 
The Table 2,5 and 2,6 I l l u s t r a t e s the progress made by 
d i f f e r en t f inancia l i n s t i t u t i o n s in the sphere of branch 
expansion and depos i t growth s ince Dec. 1985. Total nuniber 
of branches of coinrnercial t>anks functioning in the d iv is ion 
was 237 forming 33.8 percent of the t o t a l number of 702 
banks functioning in the d i v i s i o n , contr ibut ing 80.2 percent 
of t o t a l (464.99 crores) deposi t with Rs. 373,09 crores a t 
the end of December 1985. As aga ins t 38.4 percent of 
4 0 
commercial banks numbering 33 4 out of 870 in to to functioning 
with depoai t of Rs. 927.1 crorea formed 79.5 percent of the 
t o t a l depos i t (1166,64 crores) in March 1991, which increased 
148.5 percent over 1985. 
While the D i s t r i c t Cooperative banks which had a 
share of 15,5 percent of branches numbering 109 and c o n t r i -
buting only 6,5 p e r c ^ i t of t o t a l depos i t with 30,24 crores 
in 1985 shot up to 126 banks sharing 14,5 percent of t o t a l 
banks functioning in the d iv is ion with the deposi t of 62.93 
crores out of t o t a l d^xss i t of 1166.64 crores i , e 5.4 percent 
of t o t a l d e p o s i t : a t the end of March, '1991, .which Increased 
to 108,1 percent over 1985. 
The progress of Regional Rural Banks functioning in the 
Faizabad Division had gone up s ince 1985, data shows that 
the RRBs branches increased fjrom 356 in nuuJoer with 50,7 
percent in Dec, 1985 to 410 in nunOaer in March 1991 showing 
an Increase of 15,2 percen t . The deposi t Increased from 
Rs, 61.66 crores in Decaiiber 1985 with 13.3 percent of to t a l 
deposi t to 15.1 percent with Rs. 176.61 crores as a t the aid 
of March 1991, with 186,4 percent growth over 1985. 
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Thus, from the foregoing analys is of the multi-agency 
approach to rura l banking shows in respect of deposi t mobili-
za t ion , tha t three types of I n s t i t u t i o n s should mobilize as 
much depos i t as p o s s i b l e , there should not be any r e s t r i c t i o n 
on the commercial banks in respect of t h e i r deposi t mobiliza-
t ion a c t i v i t i e s and they should be free to c o l l e c t deposi t 
from a l l sec t ions of the ru ra l community. This i s because 
the commercial banks a re highly s u i t a b l e for deposi t mobil i -
zat ion and for the productive use of such deposi ts mobilized 
by sh i f t ing t h e i r resources from regions with surplus deposi t 
to regions with l a rge investment oppor tun i t ies because of 
t h e i r country-wide net-work of branches. Care should, 
however, be taken to ensure tha t the cooperatives and Regional 
f?ural banks competing with them in respect of deposi t mobil i-
za t ion . 
_C_H_A_P__T_E_R_- I I I 
MOBILIZATION OF RURAL SAVINGS IN 
F.MZAPAD DIVISION 
The term'mobil izat ion of s av ings ' I s genera l ly under-
stood to mean tapping "hiddai* o r " id l e" funds. Such a 
concept of mobil izat ion of saving i s r a t he r very narrow 
because i t c a l l s for th po l icy measures to a t t r a c t o r mop up 
i d l e funds. But mobil izat ion of savings involves a t o t a l 
e f fo r t on the p a r t of a community to r e l ease productive 
resources for investment by d e l i b e r a t e l y cu t t ing dovm i t s 
level of consumption. The purpose of nioDilization of savings 
i s , therefore / to enlarge production and thus i t must be 
ensured t t e t adverse ef fec ts on present production a re avoided." 
Savings are an iniportant source for meeting the 
f inancia l resources of plans# for economic development. This 
i s because the r a t e of investtitent cannot be increased without 
increasing the r a t e of saving/ savings are mobilized from the 
following sources : 
(1) Public savings which include budgetary savings 
and savings from publ ic e n t e r p r i s e s . 
1. Rudra Dutta and K.P.M. Sundharam - Indian Economy^ 
New Delhi , 1989, pp.108-09. 
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(11) P r i v a t e c o r p o r a t e s a v i n g s . 
( H i ) Household sav ings which i n c l u d e Reserve Barik of 
I n d i a , scheduled b a n k s . Government f i n a n c i a l 
i n s t i t u t i o n s , non-government f i n a n c i a l i n s t i t u -
t i o n s and c r e d i t c o o p e r a t i v e s o c i e t i e s . 
RATB OF SAVINGS IN INDIA; 
There a r e the v a r i o u s motives f o r sav ing by i n d i v i -
dua l s i n a c o u n t r y . The a g g r e g a t e volume of sav ings under 
t a ) ^n i n d i v i d u a l l y by the peop le i n a c o u n t r y p rov ides i t 
w i th the r e s o u r c e s r e q u i r e d fo r inves tment and c s p i t a l 
fo rmat ion . Obvious ly , t h e i n d i v i d u a l sav ings by m i l l i o n s 
of i n d i v i d u a l s in t h e count ry have to be ga thered and made 
c o l l e c t i v e l y a v a i l a b l e fo r inves tment by t h e i n d u s t r i a l i s t s 
and Jousinessmen through the i n t e r m e d i a t i o n by banlcs and 
o t h e r f i n a n c i a l i n t e r m e d i a r i e s func t ion ing in the coun t ry . 
A deve lop ing economy r e q u i r e s a high r a t e of domestic 
sav ings f o r two impor t an t r e a s o n s : 
F i r s t l y , s i n c e domes t ic sav ings c o n s t i t u t e t h e r e a l 
and u l t i m a t e s o u r c e of c a p i t a l fo rmat ion , a high r a t e of 
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cap i t a l formation and economic development In the country 
requ i re a high r a t e of domestic saving. 
Secondly, a developing economy wi l l not be able to 
inc rease the supply of consumer goods a t the required r a t e 
during the i n i t i a l s tages of i t s economic developmait because 
of the necess i ty to d i v e r t resources from the production of 
consumer goods to the f ie lds of investment and cap i t a l 
formation. Therefore, unless consumption i s r e s t r i c t e d , 
s c a r c i t i e s of consumer goods, i n f l a t i ona ry pressures and the 
associated problems are bound to a r i s e in the i n i t i a l s tages 
of economic development and these problems r e t a rd - the pace 
of development of the economy, A high r a t e of domestic 
saving avoids the anergeiGe of such problems by r e s t r i c t i n g 
consumption expenditure in the economy. An analysis of the 
r a t e of domestic savings in India reveals tha t the r a t e of 
gross domestic saving in India has decreased s t e a d i l y from 
2 22.7 percen t , of the gross domestic product in 1980-81 to 
19.6 percent in 1984-85 and has increased thereaf te r to 
2. The r a t e of gross domestic saving as a percentage of the 
gross domestic product a t current market p r i c e s . In the 
country was only 16,1 percent in 1970-71. 
See Department of Economic and s t a t i s t i c s , Tata Services 
Limited, S t a t i s t i c a l ou t l ine of Ind ia , 1986-87, p«270. 
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24.1 percent In 1989-90.(see data below in table 3 ,1 ) , The 
rate of domestic saving in India i s equal or even higher 
than the rates o£ domestic saving in some o£ the developed 
countries in the world. According to the world developm^t 
report, for instance, the rate of gross domestic saving in 
India was 21 percent in 1985 while i t was only 16 percent In 
3 
the United States and 18 percent in the United Kingdom. 
TABLE - 3.1 
Domestic 
Year j 
1 
l980-fl1 
1981-82 
1982-83 
1983-84 
1984-65 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
SOURCE: 
GDP 
116013 
159760 
178132 
207589 
231387 
261920 
291974 
332616 
394992 
442769 
Centra l 
Sav ing 
1 ' 
in India a t 
3.D. Saving 
30880 
36089 
36634 
41488 
45450 
57898 
60093 
74386 
9443 2 
106501 
CurroTit Pr ices 
(Amount 
1 
S t a t i s t i c s Organization 
Rate 
(as ] 
t Dep 
in Rs. crores) 
of Saving 
percentage) 
22.7 
22.6 
20.6 
20,0 
19,6 
22.1 
20,6 
22.4 
23.9 
24,1 
t . o f S t a t i s t i c s , 
Ministry of Planning, Govt.of India, National Accounts 
s t a t i s t i c s 1984, 1986 and 1990-91 i s sues . 
3 . The World Bank, World Development Report, 1987, Table 5, 
pp. 210-11. 
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I t ia en l ightening to analyse the s e c t o r a l shares 
In gross domestic saving In Tndla and t h e i r Implications to 
banking In the country. For t h i s purpose the economy Is 
divided Into three s e c t o r s / namely^ the household s e c t o r , 
the p r i v a t e corporate s e c t o r (Including cooperat ive I n s t i t u -
t i o n s ) and publ ic s e c t o r (Including publ ic s e c t o r under-
takings) In accordance with the c l a s s i f i c a t i o n undertak^i 
by the Central S t a t i s t i c a l Organization (CSO) In the country. 
The data perta in ing to the s e c t o r a l shares In the gross 
domestic saving In the country are presented In the Table 
No.3 .2 below. 
TABLE - 3 . 2 
Sectoral Shares in Gross rtomestlc Saving In India 
(;viount In Rs. Crores) 
Sector 
Household 
Sector 
Pr ivate 
Corporate 
Sector 
Public Sector 
Ttotal 
» 1980>81 f 1984-85 t 1989-90 
[Amount j ^ ^ ^ . ^ ^ } ^ " " ^ T O t a l ^ ^ ^ " ^ T t o t a l 
21848 75 .9 31641 75 .0 78913 82.3 
2284 7 ,9 3991 9.5 9379 9 .8 
4654 16,2 6526 15.5 7625 7.9 
28786 lOO.O 42158 lOO.O 95917 lOO.O 
SOURCE; Central S t a t i s t i c a l Organization, Oept. of S t a t i s t i c s , 
Hln l s try of Planning, Govt, of India , 1990-91. 
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A3 from these da ta / i t can be found tha t the share 
of the liouaeliold aec tor In the groaa domestic saving in the 
country was 8 2.3 percent in 1969-90 as against 75.9 pe rce i t 
in 1981-82 and 75.0 percent in 1984-85. These estimates 
show that the share of the household sec to r has not been 
s t a b l e . Even in recent years the f luctuat ions have been 
cons iderable , but the household sec to r has accounted for 
approximately three- four th of the gross domestic saving. 
The share of p r i v a t e corporate s ec to r was only 9*8 
percent in 1980-9O as agains t 7.9 percent in 1981-82 and 
9.5 percent in 1984-85. But the share of the publ ic sec tor 
was 7.9 percent in 1989-90 16.2 percent • In 1981-82, 
i t has declined in comparison to other p r iva t e corporate 
sec to r in recent year . 
These da ta reveal tha t major share of the groaa 
domestic saving in India comes from household sec to r and i t 
has increased in both urban and rura l areas but the growth 
of saving in the two areas has not been a t a uniform r a t e . 
This dominance of household saving in the gross domestic 
saving in India i s an ind ica to r of under developed nature 
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of the Indian economy, s ince i t i s genera l ly found tha t 
i t i s the i n d u s t r i a l or business community tha t does most 
of the savings in the form of business p r o f i t s in a deve-
loped economy, while the riBjor share of the gross domestic 
saving in an underdeveloped economy comes frotn the house-
hold s e c t o r . 
Since bulk of the saving programmes are being 
i n i t i a t e , i t i s customary to co r r e l a t e mobilization of 
savings with an e f fo r t to find resources for the investment 
programmes of the publ ic sec to r in the p l ans . Here again, 
i t may be pointed out t ha t in a mixed economy, investment 
programmes a r e u n d e r t a k e both by the publ ic and the p r i v a t e 
s e c t o r and there fore , mobilization of savings has to be 
'irAzrztzci keeping in .v.ind the needs of both the s e c t o r s . 
In a c ap i t a l - s ca r ce country, i t i s qu i t e poss ib le that 
e f fo r t s a t resource mobil izat ion may, to some ex ten t , r e s u l t 
in a divers ion of savings from the p r iva t e to publ ic s ec to r , 
o r v i ce versa , in case savings are d i rec ted from non-pr ior i ty 
to p r i o r i t y s ec to r of investment, resource mobilization 
r e s u l t s In desired economic development. But in case resources 
a re d iver ted to non-p r io r i t y uses , d i s t o r t i o n s in the process 
of development occur. But the process of mobilization of 
49 
savings aims a t augmenting the t o t a l as well aa r e l a t i v e 
share of sdvlrxja In tho llneu of productive economic 
a c t i v i t y which help to acce l e ra t e the process of development. 
I t would, therefore , be necessary to mobilize 
savings frcjm the rura l areas and for th i s purpose su i t ab le 
po l i c i e s have to be developed. 
In rura l Ind ia , government nat ional ized the commer-
c i a l banks and introduced d i f fe ren t types of schemes to 
mobilize rura l savings in rura l a r e a s , i . e . small savings 
schemes, insurance schemes for crops and o ther ag r i cu l tu ra l 
products . 
MOBILIZATION OF SAVINGS THROUGH 
BANK DEPOSITS IN RURAL INDIA; 
In respect of deposi t mobi l iza t ion, bank deposi ts 
are an l.uportant source of savings . There has been s i g n i f i -
cant increase in bank d ^ o s i t s . But in the house-hold 
sec to r , the share o£ ru ra l sec to r has remained low. Thus 
i t i s not the dear th of savings>in the ru ra l areas but the 
f a i l u r e of depos i t mobil izat ion e f for t s that can be held 
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responsible for the performance in the saving e f for t of 
the rura l a r e a s . 
The na t iona l i za t ion of 14 major commercial banks 
and 6 more commercial banks in April 1980, has changed the 
s i t u a t i o n . The number of rura l branches of commercial banks 
increased from 1,83 2 in June 1969 to 7,385 in December 1975 
and fur ther 32,498 by March 1988. The business of rura l 
branches both with regard to mobilization of deposi ts and 
extension of advances has been impressive as compared to the 
banking system as a wtole . Between June 1969 and Dec. 1988, 
the deposi ts of rura l branches of bank increased from Rs,145 
crores to Rj, 20,907 crores as the increase of t o t a l deposits 
from a l l branches ( r u r a l , urban and metropolitan) from 
Rs. 4,665 crores to Rs. 1,41,823 c r o r e s . In t h i s way the 
share of ru ra l deposi ts in t o t a l bank deposi ts improved from 
3,1 percent in June 1969 to 14.7 percent in 1988 - a remark-
4 
able achievement indeed. 
Another landmark of Indian banking i s , regional rura l 
banks which were es tabl ished to mobilize local savings by 
4, Rudra Dutta and K.M.P. Sundharam, O p . c l t . , pp.109-10. 
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means of various types of deposi ts in rura l a reas . The 
number of branches of regional rura l banks increased from 
3,279 in December 1980 to 14,511 in December 1990 and 
deposi t mobilized by the RRBs in Rs. 160 crores in June 1980 
to 5,560 crores in March 1992/ v/hich i s remarkable achieve-
5 
ment by the RRBs. 
MOBILIZATION OF RURAL SAVINGS IN 
FAIZABA?:) DIVISION THROUGH BANK DEPOSITS; 
Economic growth depends upon the i iobi l lzat ion of 
savings from rura l as well as urban a r ea s . But in Faizabad 
d iv is ion more t ten 90 percent population are l i v ing in 
rura l areas and depend upon ag r i cu l t u r e and i t s a l l i e d a c t i -
v i t i e s and more than 60 percent a re marginal farmers. 
The i n d u s t r i a l s t r u c t u r e of the d iv is ion i s dominated 
by t r a d i t i o n a l small s ca l e indus t r i e s l i k e l ea the r work, 
black-smithy, woodwork, o i l ex t r ac t ion , power-looma,Khandsari 
un i t s e t c . , which a re l a rge ly labour in tens ive and v i l l age 
o r i en ted . The small i ndus t r i e s using niodem techniques of 
5 . Centre for Monitoring Indian Economy, Basic S t a t i s t i c s , 
r e l a t i n g to Tndlon Economy, Vo l .1 , All India , Aug.1989. 
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production and rranu facta ring iioderu prouucta are tew In 
number. Large scale unlta In the division are telephone 
Industry of Mankapur (Gonda) and Fertilizer Industries of 
Jagdislpur (Sultanpur) and Falzabad and few sugar mills. 
Thus we can say that the source of Income in the 
division aliiost depends upon agriculture and Its .allied 
act ivi t ies . 
even if financial institutions mobilize savings from 
the rural areas are caifiierclal Danks / regional rural banks 
and cooperative banks have created a nucleus In the process 
of economic development of the division by Introducing 
different types of savings schemes such as savings deposits, 
fixed deposits etc, and maximum branch expansion in the rural 
areas. The trend of branch expansion of commercial banks and 
Its subsidiaries are given in the Table No,3.3. 
TABLE - 3,3 
Growth of commercial Banks and i ts Subsidiaries Banks 
in the Falzabad Division 
Year fi No. of Branches 0 Growth in Figures 
1981 373 
1983 526 153 
1986 696 170 
1991 814 118 
SOURCE; infonnatlon collected from the lead bank office, 
Falzabad Division, 
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The nuiitoer of bank branches increased from 373 in 
Deceniber 1981, to 526 in Deceiiiber 1983 and 696 in December 
1986, and upto end of March 1991, i t went to 814 rura l 
branches in Faizabad d i v i s i o n . In th is connection i t i s 
i n t e r e s t i n g to note tha t the ru ra l branches of commercial 
banks and i t s subs id ia r i e s have r isen during 1981-1991 from 
373 to 814. The growth of rural branch expansion has 
6 
increased more than lOO percent during the decade. 
The basic ob jec t ive of the branch expansion programne 
was to acce le ra te the pace of opening bank off ices in the 
unbanked/under-banked a r ea s , and to reduce imbalances and 
mobilize deposi ts from the rura l a r e a s , and providing i n s t i -
tu t iona l c r e d i t p a r t i c u l a r l y to the weaker sect ion of the 
rura l community. 
In sphere of deposi t mobi l iza t ion, banks play a 
prominent r o l e in the uob i l i za t ion of ru ra l savings from 
the ru ra l a r e a s . 
In commercial banks and i t s subs id ia r i es mobilize 
savings in Faizabad divis ion by introducing d i f fe ren t types 
6. AS report by D i s t r i c t S t a t i s t i c s Offices in Faizabad 
Divis ion. 
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of savings schemes. The trend of deposi ts of the bank for 
the period 1982-1991, can be seeJi from the t ab le No. 3 ,4 . 
The tab le i l l u s t r a t e s the progress made by commercial banks 
and i t s s u b s i d i a r i e s . 
TA)BLE - 3.4 
Deposit Mobilized by Oommercial Banks and i t a 
subs id ia r i e s in Rural Areas of Faizabad Division 
During the period 1982-1991 
(Rs. in Crores) 
Year 
At t h e « id 
December 
1982 
1983 
1984 
1985 
1986 
1987 
1989* 
1990* 
1991* 
SOURCE: 
0 
ofO 
0 
Amount o f 
D e p o s i t s 
Rs, i n C r o r e s 
232, 
264 
332, 
407, 
547, 
707, 
799, 
972 
1149 
I N f o r m a t i o n ( 
.24 
. 2 8 
.23 
.07 
.93 
.06 
.44 
.93 
. 8 0 
0 
0 
0 
c o l l e t e d 
T o t a l Growth 
i n d e p o s i t 
i n Rupees 
32 
67, 
74, 
140, 
159, 
92, 
173 
176 
.04 
.95 
.84 
.86 
.13 
. 38 
.49 
.87 
0 
P e r c Q i t o f 
Growth 
-
1 3 , 8 
2 5 , 7 
22 .5 
3 4 . 6 
2 9 , 0 
1 3 , 0 
2 1 , 7 
1 8 , 2 
from Lead Banks r e p o r t on 
D i s t r i c t Credit / Annual Action Plan in Fizabad 
Division, various i s s u e s . 
* The years show up to end of March. 
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IN SPHERE OF DEPOSIT MOBILIZATION OVER THE DECADE; 
The t o t a l d e p o s i t s of the banks in r u r a l a r eas of 
t he d i v i s i o n were Rs. 232.24 c r o r e s in December 1982 which 
r o s e to Rs, 264.28 c r o r e s a t t h e end of the yea r 1983/ i . e . 
the d e p o s i t grew by an amount of Rs. 32.04 c r o r e s (13.8^) 
j u s t in one y e a r . I t i s obv ious ly due to t h e i n c r e a s e in 
number of branches of the banks . The d e p o s i t s of t he bank 
in 1984 went up t o Rs. 332.23 c r o r e s showing a growth r a t e 
of 25.7 p e r c e n t / and n e a r l y doubled growth r a t e over p rev ious 
y e a r . I t i s because of o p a i i n g of n e a r l y hundred new 
branches of coiunercial banks and RRBs wi th in gap of two y e a r s . 
In 1985 d e p o s i t s of the bank went up to Rs. 407.07 c ro r e s wi th 
grc*f/th r a t e of 22,5 p e r c e n t . 
In 1986/ t h e number of branches of the commercial 
banks and i t s s u b s i d i a r i e s went up to a number of 696 w i th 
the r e s u l t t h a t d e p o s i t s of t h e bank rose up to Rs. 547.93 
c r o r e s / which shows n e t i n c r e a s e of Rs, 140.86 c r o r e s / 34,6 
p e r c e n t growth r a t e . At the end of December 1987 d e p o s i t 
grew wi th growth r a t e of 29 .0 p e r c e n t which was h ighes t 
d u r i n g the decade because number of branches i n c r e a s e d . 
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But a f t e r March 1989, the deposi ts In Faizabad 
dlvialoji Increased in n^ney terms but growth r a t e was low, 
j u s t 13.0 percent / which shows lowest growth r a t e during 
the decade. I t i s because of drought, ag r i cu l tu re produc-
tion had gone down. But a t the end of March 1990 deposits 
increased from Rs. 972.03 crores to Rs. 2249.80 crores in 
March 1991. Showing a net inc rease of Rs. 176.87 with 18.2 
percent growth r a t e i t i s because of opening of new branches 
7 in the d i v i s i o n . 
If we c l a s s i f y the deposi ts of the banks in Rural 
Faizabad Division i t can be said tha t the current accounts 
share was in the range of lo to 15 percent , the saving 
accounts share v;a3 in the range of 30-40 percent and the 
remaining shares belong to term depos i t s . Thus, i t i s 
c l ea r tha t the term deposi t played very Important role in 
the t o t a l deposi ts of the oank. 
Ti\e average d p o s i t s of cominercial banks and i t s 
subs id ia r i e s in Faizabad d iv is ion per bank was about Rs.O.S 
7 . AS repor t from lead b ^ k off ices of Faizabad Division 
Various i s s u e s . 
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c ro re s , aga ins t per bank deposi t in u . p , which i s near ly 
Jti. 0.7 crorea in 1982, which was low. I t was increased in 
1990 but corrparatively low. I t was Rs. 1.25 crores in 
Faizabad Division as against fo, 1.7 crores per bank in 
8 U.P. 
Thus, we can say tha t the average deposi t per bank 
in Faizabad Division was low^ i t i s required tha t the bank 
should therefore luake spec ia l e f for ts for tapping deposits 
from ru ra l areas and these resources rnay be made ava i lab le 
for the a g r i c u l t u r e and ru ra l development. 
In order to acce le ra te the pace of deposi t mobiliza-
t ion , corrfliercial banks and i t s subs id ia r i e s should take 
various s teps l i k e -
i ) More branches and extension counters should be 
open ed. 
i l ) Modernization and res t ruc tu r ing of old branches 
with e f f i c i e n t customer s e rv i ce . 
i l l ) organize depos i t mobilization campaign^ constant 
e f fo r t to secure the deposi ts from the local 
bodies , educational i n s t i t u t i o n s and among rural 
ru ra l people . 
8. Aa repor t from the Centre for Monitoring Indian Economy 
Basic S t a t i s t i c s r e l a t i ng to the Indian Economy - Various 
issues 
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iv) Attractive ra te of in teres t on different types 
of deposits , to mobilize deposits more and more 
in rural areas. 
_C_H_A_P_T_E_R__- IV 
ROLE OF NATIONAL SAVINGS SCHEME TO EMCOURAGE 
RURAL SAVINGS 
Rapid economic d e v e l o p m e n t o f an u n d e r d e v e l o p e d 
c o u n t r y r e q u i r e s a h i g h r a t e of d o m e s t i c s a v i n g s . The p e a t 
o f f i c e s a v i n g s bank p l a y s a c r u c i a l r o l e I n m o b i l i z i n g and 
g e n e r a t i n g d o m e s t i c s a v i n g s f o r c a p i t a l f o r m a t i o n . The Gov t , 
o f I n d i a s t a r t e d p o s t o f f i c e s a v i n g s banks scheme In 1882 
by p a s s i n g an Act / b e c a u s e t h e r e was no any f i n a n c i a l i n s t i -
t u t i o n s to p r o v i d e f a c i l i t i e s f o r s a v i n g s i n r u r a l a s w e l l 
a s i n u r b a n a r e a s . 
The main o b j e c t i v e o f t h e p o s t o f f i c e s a v i n g bank 
was t o e n c o u r a g e s a v i n g s t h r o u g h v a r i o u s s a v i n g schemes f o r 
t n e r a p i d economic d e v e l o p m e n t o f t h e c o u n t r y . C o n s e q u e n t l y , 
t h e f u n c t i o n i n g o f p o s t o f f i c e s a v i n g bank* t h e r e f o r e * haa 
a dynamic r o l e t o p l a y i n a p r e s e n t l y d e v e l o p i n g economy 
of I n d i a . 
ROLE OF POST OFFICE SAVINGS BANK TO 
H'l CPU RAGE WRT^J SAVINGS : 
The p o s t o f f i c e s a v i n g s bank i s now t h e b i g g e s t bank 
s e r v i n g a t g r a s s - r o o t l e v e l i n t h e c o u n t r y and can t r u l y 
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be cal led people ' s bank. Ifc has a net work of 1,45,000 
branches throughiout India out of which 1,25,000 in rura l 
s ec to r meeting the simple banking needs of the rura l 
population 
I t tes a long h is tory dating back to 1882. In the 
beginning the objec t ive of the post off ice saving bank was 
to encourage the habit of t h r i f t among the ootaanon man but 
th is concept has undergone a rad ica l change during the l a s t 
two decades from the r e s t r i c t e d object ive of providing a 
f a c i l i t y to the publ ic to deposi t t h e i r small savings, the 
pos t o f f ice savings bank has become a medium of mobilizing 
l a rge resources running in to hundreds of the crores every 
year for plan p r o j e c t s . As a r e s u l t of the change in the 
r o l e , the expectations of the performance of the post off ice 
savings bank have gone up very much both in the minds of 
those concerned v;lth small savings and the general pub l ic . 
At the c lose of year 1987-88, the post o f f ice saving bank 
was handling 904 lakl^is accounts and tiad a to t a l outstanding 
balance of fc;, 28,366 crores in a l l of i t s savings scheme. 
I t has a lso been establ ished that approximately 30 percent 
1. AS repor t from the Departm^it of Post & Telegraph, 
Government of Ind ia , 1989, pp.20-22. 
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of the t o t a l co l l ec t ions on small savings in the country 
are drawn from the rura l populat ion. I t shows how well 
and deeply the post o f f ice savings bank has penetrated the 
f a r t he s t and i so la ted v i l l a g e s of Ind ia , The post off ice 
savings bank i s now a major instrument ava i l ab le to the 
government for mopping up savings both In rura l and urban 
a reas . 
Savings i s the l i f e l i n e for the development of the 
country. Since I n d ^ o i d ^ i c e for planned economi developmeit/ 
the government required vast resources mobilized through 
various sources . Post o f f ice savings bank i s one such impor-
tant source. Since the f i r s t f ive year plan the ro l e of 
the post o f f ice savings bank has undergone a rad ica l change. 
The expansion of the savings bank business s ince 
independence i s many folds. Comparative f igures of the no. 
of Accounts and outstanding balances on d i f fe ren t decades 
a t the end of the f inancia l year a re as follows: 
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TABLE - 4 .1 
Oouiparative Figures of the Number of Accounts 
and Outs tanding Balances on D l f f e r ^ t Decades 
a t t h e Bid of F i n a n c i a l year 
jNo.of Accounts in All { Outs tanding Balances 
Year Jschemes ( in Lakhs) fi in All Schemes 
i 0 (Rs. In Crores 
1950 30 167 
1960 86 802 
1970 248 1911 
1980 47 2 6856 
19Rfi 11^* 28366* 
SOURCE: Accountant General^ post & Telegraph, 
Government of India, 
* - As on 31.3,1987 
In order to promote and popularize small savings 
schemes the Government of India had set up different types 
of small savings agoicles. The main aim of these agencies 
is to raise the resources for financing development and 
other economic measures of the country. These agencies 
are as follow. 
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( i ) NATIOHAL SAVING ORGANIZATION (NSO); 
Na t iona l sav ing o r g a n i z a t i o n was s e t - u p in June 
1948 under the c o n t r o l of M i n i s t r y of F inance , Government 
of I n d i a . The main funct ion of the o r g a n i z a t i o n a r e to 
promote smal l sav ings movements in a l l p o s s i b l e ways in 
r u r a l aa wel l as in urban a r ea s to a r r a n g e p u b l i c i t y of 
the v a r i o u s sav ings schemes and mopping up as much savings 
as p o s s i b l e through au tho r i zed agents o r o t h e r v o l u n t a r y 
worke r s . 
The r o l e of above o r g a n i z a t i o n i s t o s e c u r e as imch 
money as p o s s i b l e by mopping up in r u r a l and urban a r e a s . 
sav ings has an impor tan t p l a c e in the m o b i l i z a t i o n of 
r e sources for development expend i tu re because the i n v e s t o r s 
would no t on ly g e t back t h e i r money bu t a l s o some i n t e r e s t 
and they would t h e r e f o r e / p r e f e r to l o i d money in t h i s way 
i n s t e a d of paying i t as o u t r i g h t t a x . F u r t h e r , in a 
developing economy in which t h e r e w i l l be always su rp lus 
money a v a i l a b l e w i th some s e c t o r s to the e x t e n t t h a t t he 
sav ings a r e tapped t h e money a r e a v a i l a b l e f o r c i r c u l a t i o n 
i s taken away and to t h a t e x t e n t p r e s s u r e on p r i c e s and 
2 . See : from Department of P o s t & Telegraph , I b i d . , p .24 
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i n f l a t i o n a r y t r e n d s i s r e d u c e d . T h e r e f o r e / s a v i n g s have 
g o t i n p o r t a n t r o l e to p l a y i n s p h e r e o f economy. 
( i i ) MAiflLA Pll^ DHAt^ I KSHETRIYi^ SACHAT YOJANA; 
T h i s scheme was s t a r t e d i n A p r i l 1972 . I t i s a l s o 
c a l l e d "Area s a v i n g s L e a d e r s A u t h o r i s e d Agency Scheme." 
The main o b j e c t i v e o f t h e scheme i s t o e n c o u r a g e d o m e s t i c 
s a v i n g s among h o u s e - w i v e s i n f a m i l y b u d g e t i n g . 
The Agency w i l l b e c o n f i n e d t o c o n v a s s i n g f o r and 
r e c e i v i n g i n v e s t m e n t i n t h e p o s t o f f i c e t i m e d e p o s i t s 
a c c o u n t s and p o s t o f f i c e r e c u r r i n g d e p o s i t s a c c o u n t s e t c . 
( i l l ) PAY ROLL SAVINGS SCHEME; 
The pay r o l l s a v i n g s scheme was i n t r o d u c e d w i t h an 
o b j e c t i v e of p r o m o t i n g v o l u n t a r y s a v i n g s of t h e employees 
and wage e a r n e r s i n Government o f f i c e s t h r o u g h t h i s scheme . 
( i v ) THE UNIT SCHEME; 
The U n i t T r u s t of I n d i a i s a f i n a n c i a l i n s t i t u t i o n 
e s t a b l i s h e d i n J u l y 1 9 6 4 . I t s main o b j e c t i v e i s t o p r o v i d e 
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a medium of investment through post of f ice by which people 
can inves t t h e i r money in un i t s ( s t o r e s ) . I t s main bus i -
ness i s : 
(1) Sel l ing uni ts to the publ ic and purchasing uni t s 
from the tiolders; 
(2) I n v e s t i n g i n , a c q u i r i n g / holding o r d i spos ing of 
s e c u r i t i e s and e x c e r c i s i n g and enforc ing a l l 
powers and r i g h t i n c i d e n t a l thereof , 
(v) EXTRA DEPARTMENTAL BRANCHES; 
The e x t r a d e p a r t i n g t a l branches \iere s e t up by the 
pos t o f f i c e to p rov ide f a c i l i t i e s in r u r a l a r e a s because in 
Ind ia more t t on 70 p e r c e n t popu l a t i on a r e l i v i n g in n i r a l 
a r ea s* 
In o rde r to promote c o l l e c t i o n s of sav ings of the 
peop le in the r u r a l a r e a s the fo l lowing i n c e n t i v e s o r i e n t e d 
schemes have been provided to e x t r a depar tmen ta l sub and 
branch p o s t m a a t e r s . 
A commission a t the r a t e of 2 p e r c e n t i s given on 
the i n c r e a s e in n e t c o l l e c t i o n s of sav ings bank a c c o u n t s . 
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5 yea r t ime d e p o s i t s accounts and for the s a l e of 7 yea r s / 
t> years Na t iona l iiavings C e r t i f i c a t e and 1 p e r c e n t on 2/3 
years time d e p o s i t s accounts ope ra t ed a t t h e i r o f f i c e s . 
These saving scheme agencies a re working to ©icourage 
smal l sav ings in r u r a l as well as urban a r e a s . These agencies 
have d i f f e r e n t k inds of schemes which encourage small savings 
i . e . sav ings bank accoun t s / cummulative time d e p o s i t s 
schemes/ Recurr ing d e p o s i t scheme. Time d e p o s i t scheme/ 
Na t iona l Saving scheme/ Monthly Income scheme/ and savings 
c e r t i f i c a t e s which inc ludes Kisan Vikas P a t r a , I n d i r a Vikas 
P a t r a , s o c i a l C e r t i f i c a t e s e t c . which a r e as fo l lows: 
(a ) SAVING BANK ACCOUNTS; 
Saving bank accounts scheme was s t a r t e d 
w i th the o b j e c t i v e of encouraging savings among 
the r u r a l peop le / by p rov id ing f a c i l i t i e s to the 
p u b l i c to d e p o s i t t h e i r small s a v i n g s . 
(b) POST OFFICE RECURRING DEPOSIT SCHEME: 
Pos t o f f i c e r e c u r r i n g d e p o s i t schemes a r e 
opera ted through t h e p o s t o f f i c e savings banks 
and governed by p o s t o f f i c e saving bank r u l e s . 
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There i s on ly one type of account / namely a 5 
y e a r account and the p e r l o a o t t h e account s h a l l 
count from t h e f i r s t d e p o s i t s . 
(c) POST OFFICE TIME DEPOSIT SCHg^ lESt 
This scheme is operated and governed by 
post office saving bank rules. There are three 
types of accounts namely/ 1 year, 2 year, 3 year 
and another 5 years account/ which may be opened 
in three types / i.e. single account/ joint account 
and provident fund account. 
(d) POST OFFICE FIXED DEPOSITS SCHmEl 
The p o s t o f f i c e Fixed Depos i t scheme i s 
governed by the pos t o f f i c e sav ings bank r u l e and 
t h e r e a r e tv;o types of account / which can be 
opened In any p o s t o f f i c e which provided saving 
bank f a c i l i t i e s . 
( e ) NATIONAI, SAVINGS SaiHME; 
This scheme s t a r t e d from 1 ppril, 1987 
w i t h the o b j e c t i v e to i s s u e d i f f e r e n t kind of 
sav ings c e r t i f i c a t e s fo r r u r a l as well as for 
urban a r ea s and i s governed by the p o s t o f f i c e 
sav ings bank r u l e s . 
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The National savings c e r t i f i c a t e s are as follows: 
1) Social Securi ty C e r t i f i c a t e s : 
Social Secur i ty Cer t i f i ca tes s t a r t ed in 
1982 v;hich can be had by any person in his name 
by eubfT-itting an appl ica t ion form a t a post o f f i ce . 
i i ) Indira vikas Pa t ra : 
Indi ra Vikas Patra came in to force from 
19th November, 1986. A c e r t i f i c a t e can be purchased 
on payment being made and sha l l be issued imme-
d i a t e l y . A c e r t i f i c a t e of any denomination may 
be encashed a t any time a f te r the expiry of a 
period of five years from the da te of i s sue by 
present ing i t before the post o f f i c e . 
i i i ) Klaan Vikas Pa t ra ; 
Kisan Vikas Patra came into force 
on the 1st japril 1988. The maturi ty period of 
the pa t ra i s f ive and a half years commencing on 
the da te of the c e r t i f i c a t e s . The amount inc lu-
s ive of i n t e r e s t payable on encashment of a 
c e r t i f i c a t e a t any time a f t e r the expiry of i t s 
maturi ty 5^ ^ years period sha l l be doubled. 
69 
There are the savings organizat ions and agencies 
functioning in order to promote and popularize small savings 
schemes among the rura l people/ i t s main aim i s to raise 
the resources for financing development of the country. 
Total outstanding balances as on 31st March in di f ferent 
kind of accounts are as follows. 
TABLE - 4.2 
The Outstanding Balances of Different kinds 
of Accounts (As on 31st March) 
(Fig. in Rs.Crorea) 
5 j 5 5 5 j 
Kind of Accounts fl 1983 | 1984 C 1985 0 1986 C 1987 0 1988 
0 0 0 { t 0 
Savings Bank 2326 
C.T.D. 459 
Recurring Deposit 540 
Time Deposits 4801 
National savings 
Schene ~ 
Monthly Income -
Savings Certifl- 2976 
cates 
2478 
495 
669 
5300 
2705 
531 
859 
6062 
2872 
537 
1053 
7114 
3012 
570 
1263 
6457 
3403 
560 
1545 
5745 
95 
228 
4571 7050 9861 13431 16790 
11102 13512 17207 21457 24733 28366 
SOURCE: Report from Accountant General, Post & Telegraph, 
Government of India - Report on Trend & Progress of 
Small Savings in India, 1989. 
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The tab le 4.2 shov/s general ly an Increasing trend 
frcxn 1983 to 1908 in a d i f f e r en t fornts of savings. I t 
could be In terpre ted from the t ab le 4.2 that saving bank 
accounts increaaed from R;>. 2326 crorea Constituting 
near ly 20 percent of the t o t a l afiiount in 1983 increased 
up to Rs. 3403 crorea forming 12 percent of t o t a l amount in 
1988. The C.T.D. (Cummulative Time Deposit) account shows 
an increasing trend from 1983 to 1988 which amounts to 
Rs. 459 crorescoronrisijig of 4 percent of t o t a l deposit in 
1983 increased up to 560 crore cons t i tu t ing 2 percent of 
t o t a l deposi t in 1988. The Recurring deposi t amounting to 
R3. 540 crores and 48 percent of t o t a l deposi t in 1983 rose 
up to Rs. 1545 crores which i s 5.6 percent of to t a l amount in 
1988, Time deposi t amounting R:, 4801 crores rose upto 
Rs. 5745 crores from 1983 to 1988. Saving c e r t i f i c a t e amoun-
ting to Rs. 2976 crores shot upto Rs. 16790 crores from 1983 
to 1988. VJhile i t was 25 percent of t o t a l deposi t to 59 
percent of the t o t a l deposi t in 1988 was saved. 
An ana lys i s of d i f f e ren t kinds of small savings 
schemes can be observed from above figures that a large 
p a r t of the savings in the country i s held in savings 
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c e r t i f i c a t e s , more than a h a l f o f t h e t o t a l s a v i n g s In 
t h e y e a r 1908 aa i t v;aa e a r l i e r c o n t r i b u t i n g j u a t 25 p e r -
3 
c e n t of i t i n t h e y e a r 1 9 8 3 . 
I n c o m p a r i s o n o f s a v i n g s c e r t i f i c a t e g rowth r a t e 
t h e o t h e r a c c o u n t s have made a n o m i n a l change i n t h e i r 
d e p o s i t . 
PROGRESS OF MATIOIJAL SAVING SCHEMES TO 
DEPOSIT MOBILIZATION IN FAIZABAP DIVISION; 
I t i s e n l i g h t e n i n g t o a n a l y s e t h e p e r f o r m a n c e of 
n a t i o n a l s a v i n g schemes t o m o b i l i z e r u r a l s a v i n g s i n 
Fa i zabad D i v i s i o n . For t h i s p u r p o s e s a v i n g s a r e made 
a t t r a c t i v e by d i f f e r e n t t y p e s o f s chemes / name ly / s a v i n g s 
bank a c c o u n t s / Cummulat ive Time d e p o s i t s s c h e m e s . Recu r r i ng 
d e p o s i t s c h e m e s . Time d e p o s i t s cheme . N a t i o n a l s a v i n g 
scheme and S a v i n g C e r t i f i c a t e s e t c , i n a c c o r d a n c e w i t h t h e 
c l a s s i f i c a t i o n u n d e r t a k e n by t h e n a t i o n a l s a v i n g s s chemes . 
Bu t / t h e d a t a p e r t a i n i n g t o t h e o v e r a l l s a v i n g s made t h r o u g h 
N a t i o n a l s a v i n g Schemes i n F a i z a b a d D i v i s i o n and i t s g rowth 
3 . S e e / R e p o r t from A c c o u n t a n t G e n e r a l , P o s t & T e l e g r a p h 
Government o f I n d i a / 1 9 8 9 , p . 4 8 5 . 
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r a t e during the year 1983-84 to 1990-91 a re presented in 
the Table No ,4 .3 . From these data i t can be found that 
the deposi ts of the nat ional saving scheme increased from 
Rs. 14.7 crores in 1983-84 to Rs. 21.28 crores in 1984-85 
TABLE - 4.3 
Deposit (savings) t>tobilization by National 
Saving Schemes in Faizabad Division 
(Amount in Rs.crores) 
0 0 0 
Year 6 Net Deposit 0 Annually IncreaseO Annual Growth 
0 (savings) 0 or decrease 0 r a t e as % age 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1 9 9 0 - 9 1 
SOURCE! 1) 
1 4 . 7 0 
2 1 . 2 8 
3 1 . 3 4 
3 5 . 0 0 
4 9 . 2 1 
6 6 . 3 6 
7 9 . 5 6 
8 3 . 5 9 
o i r e c t o 
6.58 
10.06 
3.66 
14.21 
17.15 
13.20 
4.03 
44.76 
47.27 
11.68 
40.60 
34.86 
19.89 
5.06 
vikas Deep/ LucknoW/ U.P. 
2) D i s t r i c t Officer/ National Savings Schemes/ 
in Faizabad Division. 
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i . e . net increase of fc. 6,58 crores (44.76 percent) in 
one year. The deposi t in the year 1985-86 was Fs. 31.34 
crores showing net increase of Rs, 10.06 crores over 
previous year vjith growth r a t e of 47.27 percent . I t i s 
obviously due to the fact that Government introduced 
d i f fe ren t types of schemes every year which encouraged 
publ ic to save more. 
In 1988, Government s ta r ted Kisan Vikas Patra 
Scheme to mobilize savings in xrural a r ea s . Consequently 
the deposi ts increased from Rs. 49.21 crores in 1987-88 to 
Rj, 66,36 crores in the year 1988-89 showing a net increase 
of fu, 17.15 crores (34.60 percent) which was highest in 
comparison to o ther years . But in 1990-91 deposi t 
co l lec ted j u s t , Rs. 83.59 c ro re s , i t was low with 
annual growth of 5,06 percent and net increase of Rs, 4.03 
crores showed unsa t i s fac tory r e s u l t . 
These data reveal that to t a l deposi ts col lected by 
nat ional savings schemes increased from Rs, 14,70 crores 
in 1983-84 to Rs. 83,59 crores in 1990-91 - around 6 times 
inc rease . VJhile aggregate deposi t col lec ted by schemes 
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in U.p. as a whole Rs. 284.38 crores in 1983-84 to Rs. 1568.04 
crores in 1990-91 - around 5,5 times increase as given in 
the Table No.4.4 which i s higher, 
TABLE - 4,4 
Deposit (savings) Mobilization by National 
saving Schemes in U.P, 
(Amount In Rs.Crores) 
Year 
Net Deposit! Annually increase! Annual Growth 
/ ^ ..J \ " _ ' j • M^ t . » r^^ O/ - . ^ ^ i (Saving) . or decrease 0 r a t e as % age 
1 9 8 1 - 8 2 
1 9 8 2 - 8 3 
1 9 8 3 - 8 4 
1 9 8 4 - 8 5 
1 9 6 5 - 8 6 
1 9 8 6 - 8 7 
1 9 8 7 - 8 8 
1 9 8 8 - 8 9 
1 9 8 9 - 9 0 
1 9 9 0 - 9 1 
SOURCE: 
1 8 4 . 3 9 
2 1 9 , 9 8 
2 8 4 , 3 8 
4 1 1 , 8 3 
5 2 1 . 2 4 
5 3 9 . 6 1 
6 9 6 , 8 9 
9 4 6 . 8 5 
1 1 6 6 . 5 4 
1 5 6 8 . 0 4 
Direc tora te of 
-
3 5 . 5 9 
6 4 . 4 0 
127 .45 
1 0 9 . 4 1 
18 .37 
1 5 5 . 2 8 
2 4 9 . 9 6 
219.69 
4 0 1 , 5 0 
National Sav: 
19.30 
29.28 
44.82 
26.57 
3.52 
29.15 
35.87 
23.20 
34.42 
( S t a t i s t i c a l C e l l ) , Vikas Deep/ Lucknow/ 
U.P. 
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If we c l a s s i fy the deposi ts of the schemes i t cgfi 
be said that major contr ibut ion in the savings through 
saving c e r t i f i c a t e s var ies betv;e«i 40 to 50 percent/ share 
of time deposi t scheme between 25 to 35 percent and small 
savings accounts var ies between 15 to 20 percent . 
ROLE OF RURAL SAVINGS IN CREDIT 
PLANNING URJDER THE LEAD BANK SCHEI^ IE IN 
FAIZABAP DIVISION 
A Dis tr ic t Credit planning can be defined as the 
al location of the overall volurne of bank - resources avai l -
able in the country among the different aectora ot the 
economy considering their needs, absorptive capacitiea, and 
their re la t ive iuportance in the context of the economy's 
overall development and in pro««3tlng price s t a b i l i t y and 
dis tr ibut ive j u s t i c e . 
A d i s t r i c t credit plan i s , therefore, an action plan, 
consisting of bankable schemes in the agriculture, indus-
tr ies and services sectors of the d i s t r i c t . I t i s expected 
to estitrate the danand for credit from the exist ing economic 
a c t i v i t i e s and fro»u the a c t i v i t i e s which are l i k e l y to 
develop in the future as a result of the strategy of planning 
and scheiies of development adopted in the d i s t r i c t development 
plan. The responsibi l i ty of preparing the d i s t r i c t credit 
plan i s entrusted to the bank designated as a lead bank for 
1. See Bhatt, N.S . , Need for Credit Planning in India, 
Southern Economist, Vol.21, No.6, July 15, 1982, p . 13. 
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the concemed d i s t r i c t . The lead bank has to evolve 
technically feasible and economically viable schemes that 
can be taken up for implementation by different financial 
inst i tut ions functioning in the d i s t r i c t within the ex i s -
ting or marginally strengthened infrastructure. 
The Objective of the d i s t r i c t credit plans foniul«ted 
under thelead bank schemes, i s to guide tne credit i n s t i t u -
tion in the d i s t r i c t to deploy their credit in such a manner 
that they wi l l have the maximum itipact on the development 
of the d i s t r i c t and at the same time benefit an increasing 
proportion of the weaker section of the society . The 
credit plan thus mainly seeks to indicate the scope for 
the development of various types of economic act iv i t ies« 
which can be financed by credit ins t i tu t ion , in a given 
time, horizon, with an emphasis on increasing the oppor-
tunit ies for the weaker sections in participating in the 
process of development. 
I t ia« therefore^ an action plan, consisting of 
bankable schemes in agriculture and a l l i ed a c t i v i t i e s , 
industries and services sectors of the economy, i t i s 
uApect.uu Lu t»t.ltucil.e the demand for credit from the 
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e x i s t i n g economic a c t i v i t i e a and from the a c t i v i t i e s 
which are l i k e l y to develop in the future as a r e s u l t 
of the s t r a t e g y of planning and schemes of development 
adopted in the development p lan . 
Since the volume of c r e d i t that a bank can create 
depends on the volume of depos i t s mobilized by i t , targets 
for c r e d i t deployment should l o g i c a l l y t>e preceded by 
bank-wise and branch-wise targets for depos i t mobi l iza-
t ion from new depos i tors by spreading the banking habit 
among a l a r g e r number of people* Inportance should be 
attached to the volume of depos i t s mobilized by a bank 
from new depos i tors and not merely to the volume of 
depos i t s mobi l ized, s i n c e i t i s always p o s s i b l e that the 
new depos i t s mobilized by one bank are drawn from another 
through a process of s h i f t i n g of depos i t s to that bank 
from another. What i s s i g n i f i c a n t , therefore , i s the 
volume of depos i t s mobilized from ind iv idua l s who did not 
have the banking habit so far . H^ice, a coiiprehensive 
depos i t -p lanning or a plan for depos i t mobi l izat ion 
should form an i n t e g r a l part of c r e d i t planning and cred i t 
planning w i l l be succes s fu l on ly when i t i s l inked with 
such a depos i t -p lanning . 
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From the above discussion I t can be pointed out 
that credit planning Involves the laying down of different 
types of targets for credit deployment at different levels 
i . e . sector-v/lse targets« which specify the macro ratios 
according to which aggregate resources at the disposal of 
tne banking system are to be disbursed among the different 
sectors of the economy / such as Indus try« agriculture/ 
trade and coiiinerce/ services etc . d^ending upon their 
re la t ive needs for credit and their re lat ive credit absorp-
t ive capacities and the aggregate resources available at 
the disposal of the banking system. 
Credit planning should aim at attaining this 
objective by laying down sector wise targets for credit 
deploytnent at the macro-level* I t should« however^ be 
remembered that the basic objective of credit planning 
i s not Just to lay down targets for credit deployment but 
to ensure the optiraum productive use of bank credit in 
the country. Hence/ while laying down sector-wise targets 
for crediit deployment/ with a view tx>bringing^X)Ut a baleinced 
distribution of credit among different sectors of the 
economy/ the re lat ive credit absorptive capacities of the 
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different sectors and their re lat ive needs for credit 
ahould be careful ly conaldered oo that the credit allotted 
to certain sectors does not remain unused while the other 
sectors of the economy are denied of their g&)Uine needs 
for credit and hence an optimum use of credi t , from the 
soc ia l point of view, i s not attained in the economy. 
So one of the major achievements of bank nat icnal l -
zatic^ was to bring about a s ignif icant structural trans-
forniatlon In the conposltlon of credit by a conscious 
diversion of bank advances on an Increasing scale to the 
weaker sections of the community. These weaker sections 
are termed as •'Priority sector", which include agricul-
ture, small and cottage industries , road transport, re ta i l 
trade, profession and self-enployment, small business, 
housing and conauirption. Financing of pr ior i ty sectors 
of the economy has been one of the strategies of the 
commercial banks in their development role in India. A 
major part of the banks, resources (about 70 percent) are 
granted for pr ior i ty sectors in each annual action plan. 
So pr ior i ty sectors lending i s the major development 
a c t i v i t i e s of the lead banks schemes. 
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In the context of p r i o r i t y s ec tors lending, what 
has been the ro l e of the commercial banks. In genera l , 
and the cooperation banks in p a r t i c u l a r , in Falzabad I s 
very Important. 
KOLE OF RURAL SAVINGS IN CREDIT PLANNING FOR 
DEVE1.0PMENT PROGRAMMES IN FAJZABAP DIVISION; 
Agriculture Is the main activity in the division, 
nearly 85 percent of the work force in the division is 
3 
engaged in agriculture and a l l i ed ao t iv i t l ea . So, 
agriculture has been given the prime litportance in the 
development of the d iv is ion. The financial need for agri-
culture and a l l ied a c t i v i t i e s i s estimated and financed 
to the weaker section of the soc iety , such as small 
farmers / marginal fanners / landless labourers and 
Scheduled Caste and scheduled Tribe from the savings 
deposits created by lead bank and I t s subsidiaries in the 
d iv is ion. 
Accordingly loans are provided for agricultural 
development and also for a l l i ed a c t i v i t i e s for Instal l ing 
3, See: Dis tr ic t Credit Plan, Annual Action Plans of 
Falzabad Division, various i s sues . 
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tuoewella, boreweIls« e lec t r ic punp-sets* dlesel puup-
se ta , crop loans, farm-equipments loan, plough anlniala, 
land development/ and for purchasing t rac tors , power-
t i l l e r s , threshers, dairy, poultry, f isher ies , goatry, 
sheep-rearing and bee-keeping and other related ac t i -
v i t i e s al l ied to agriculture. For this purpose govern-
ment financed certain amount of loans to the weaker 
section. 
The progress made by lead banks and i t s subsidia-
r ies In financing agriculture and all ied ac t iv i t i es can 
be seen from the table - i f we see Table 5.1 we find 
that total credi t outlay in Paizabad division, for the 
p r io r i ty sectors In the year 1982 was Rs. 44,3 crores, 
out of which Ks, 30.9 crores i . e . 69.8 percent provided 
for agriculture and allied ac t iv i t i e s for the developWent 
of rural areas. Out of which nearly 40.0 percent for the 
purpose of cxx>p loan and other for term-loans and other 
al l ied a c t i v i t i e s . 
For the year 1983, the lead banks and other 
subsidiaries provided finance to the agriculture and 
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al l ied a c t i v i t i e s of 37.9 crores (74.0 percent) from 
total outlay of Rs, 51.2 crores out of total outlay nearly 
15.0 crores are provided for crop loaning and other for 
medium term loan and a l l i ed a c t i v i t i e s to agriculture* 
the small cottage industries got just Rs. 6.5 crores 
(12.7 percent) as against KS. 6.8 crores to the tertiary 
sector. 
In the year 1984, tne total credit outlay in the 
diviaion for priori ty sectors was Rs. 63.7 crores* out of 
which Rs. 45.6 crores were provided for the agriculture 
and a c t i v i t i e s a l l ied to agriculture, which i s .71.6 percent 
to total outlay out of which Rs. 9.2 crores for Bahraich 
d i s t r i c t , Rs. 9.8 crores for Faizabad, Rs, 9,1 crores for 
Gonda, Rs. 8.6 crores for Barabanki and Rs. 8.9 crores for 
sultanpur d i s t r i c t and loans provided for the purpose of 
crop loan, i . e . i rr igat ion , we l l s , tubewells, tractors, 
power t i l l e r s , carts including tra i l ers and other ac t iv i -
t i e s a l l i ed to agriculture such as dairy, poultry, 
f i sher ie s , bee-keeping, bio-gas plants , sericulture and 
other related to the agriculture e tc . 
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Oottage and rural small s c a l e un i t s financed Just 
ks, 1,6 c r o r e s , Rs, 1,9 crorea, R:J, 1.5 croreS/ R3, 1.2 crtjres 
and Rs, 1,3 crores for the Bahraich/ Faizabad^ Gonda/ 
Barabanki and sultanpur d i s t r i c t s r e s p e c t i v e l y . The 
t e r t i a r y s e c t o r c r e d i t ou t lay increased Rs. 10.6 crores as 
aga ins t Rs. 6 .8 crores in 1983, i . e . 16.6 percent of the 
t o t a l o u t l a y . 
The to ta l c r e d i t ou t lay for the year 1985 was 
Rs. ,66.5 croreS/ out of which agr i cu l ture and a l l i e d a c t i -
v i t i e s worked out to be Rs. 44.5 crorea# i . e . 69 .0 percent 
of the t o t a l ou t lay . The c r e d i t for small and rural 
co t tage i n d u s t r i e s was Rs. 8 .1 crores and t e r t i a r y sec tors 
c r e d i t Rs. 12.5 c r o r e s . 
The loan provided to the agr icu l ture and a l l i e d 
a c t i v i t i e s has decreased in terms of percentage in 1986.The 
sumofRs.47.6 crores provided for the agr icul ture and a l l i e d 
a c t i v i t i e s out of t o t a l Rs. 73 .2 crorea in the d i v i s i o n , 
Rs. 10 .0 crores for the rural and cot tage indus tr i e s 
Including small s c a l e i n d u s t r i e s Just 13.7 percd i t of the 
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total outlay, which was constant but share of tertiary 
sector increased rapidly from 13.5 percent in 1982 to 
21.3 percent in 1986. 
In the year 1987, the total outlay for the credit 
purpose was Rs. 63.8 crores out of which fts* 51.3 crores 
provided to the agriculture and a l l i ed a c t i v i t i e s , i . e . 
61.2 percent of the total outlay, Rs. 11.6 crores for 
the rural cottage and small scale industries and for the 
tert iary sector Rs. 20.9 crores, l . e* 25,0 percent which 
continuously increased. 
In the year 1988-89, the bank deposit increases 
and the use of deposit goes to the pr ior i ty sector in the 
divis ion out of total outlay. Rs. 101.5 crores credit 
provided to the agriculture and a l l ied a c t i v i t i e s was 
Rs. 64.4 crores, i . e . (63.5 percent), Rs, 17,8 crores to 
the cottage and small sca le industries and Rs. 19,3 crores 
for the services sector. 
But in the year 1989-90 the credit increased in 
the agriculture and a l l i ed a c t i v i t i e s was Rs. 111.6 crores 
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out of total outlay of Rs, 158,5 crores, i«e« 70.4 percent 
and tne share of the rural and small scale industries 
was Rs. 22.6 crores and tert iary sector was Rs, 24.3 crores 
i . e . 15,5 percent. 
But in the year 1990-91 the total outlay increased 
to Rs. 190.6 crores as against ks. 44.3 crores in 1982# 
which increased more than 4 times. The financing credit 
to the agriculture and a l l i ed ac t i v i t i e s was Rs. 138,1 
crores (72.4 percent) as against Rs, 30.9 crores in 1982, 
v;hlch increased inore than 4 tiroes in money terms. 
Thus, from above discussion i t can be concluded 
that the role of the rural savings in Faizabad division 
for credit planning has t>een played a v i ta l role by 
proviaing loans to the agriculture and a l l i ed a c t i v i t i e s , 
i . e . crops loans, i rr igat ion , i . e . we l l s , tubewells, 
e l e c t r i c or o i l engines, purrp-sets, tractors, power t i l l e r s 
power threshers, plough, animals, agro-services, dairy, 
poultry, f i sher ie s , sericulture, bee-keying , goatry, 
sheep-rearing, blogas plants and other related to the 
agriculture and al l ied a c t i v i t i e s . 
89 
PROGRESS OF RURAL AND CX)TTAGE 
INDUSTRIES IN FAlZABAD DIVISION t 
Traditional industries , located in rural and semi-
urban areas/ Involve low leve ls ot investment in machinery 
and provide invariable part-time employment/ about 85 
percent 4»f the population o£ Faizabad divis ion engaged in 
agriculture and l iv ing in rural areas. Therefore the Dank 
pay special attention towards the rural and cottage indus-
t r i e s , except a few large scale industries , division i s 
predofoinantly covered by rural and cottage industries 
l i k e weaving, metal works, s i l k t e x t i l e s , khadi, v i l lage 
o i l ghani, rice mi l l s , leather works, baiiiboo works, gur 
making, hand-made paper, v i l l a g e pottery, power looms, 
cotton processing uni t s , engineering un i t s , khandsari 
units e t c . These a c t i v i t i e s are the traditional ac t iv i -
t i e s for some of the families in rural areas. To 
encourage these rural artisans a s izeable targets were 
fixed in the l a s t ten years to cover a l l type of bene-
f i c i a r i e s . 
Ti l l the end of 1988-89 the nun\ber of small scale 
and cottage industries were 8,713 and the registered 
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under f a c t o r i e s Act, 138 u n i t s of small s c a l e Industr ies 
of which 28 u n i t s in Faizabad d i v i s i o n , 44 in sultanpur 
and 20 each In Gonda and Barabanki and 26 in Bahralch. 
The Barabanki i s we l l equipped for the hand-loom i n d u s t r i e s . 
Faizabad dominated wi th food products processing un i t s and 
Gonda has the food process ing u n i t s , i . e . r i c e m i l l s , 
sugar m i l l s and o i l m i l l s e t c . Sultanpur has maximum 
u n i t s of hand-made paper and gur making and Bahraich 
5 
d i s t r i c t dominated by wood-work and Khadi u n i t s . 
We have discussed above about the c r e d i t provided 
by the banks from the rural depos i t s for a l l round deve-
lopment of small s c a l e and co t tage i n d u s t r i e s in the rural 
areas and the progress of the cred i t supply can be seen 
from the tab le . 
PROGRESS OF TERTIARY SECTOR OR 
SERVICES SECTOR IN FAIZABAD DIVISION: 
AS far as t e r t i a r y or s e r v i c e s s e c t o r i s concerned 
the banks provided loans to th i s secitor for the purpose 
of transport operators , i . e . c y c l e Rickshaw, Auto Rickshaw/ 
5 . See D i s t r i c t Credit Plan, Annual Action Plans in 
Faizabad D i v i s i o n , various i s s u e s i . e . 1987-88 and 
1988-89. 
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T a x i , hand c a r t e , horae kherkhra* r e t a i l t r a d e r s , small 
b u s i n e s s , s e l f employment, t a i l o r i n g u n i t s , f a i r p r i c e 
s h o p s , d o c t o r s , e n g i n e e r s , and o t h e r s for the d e v e l o p -
ment of the t e r t i a r y s e c t o r . 
USE & EFFECT OF LOANS PROVIDED BY THE 
LEftP B.M^ KS AND ITS SUBSIDIARIES IN 
FAIZAPAD DIVISION; 
We have d i scussed at>ove t h a t t h e performance of 
lead banks and i t s s u b s i d i a r i e s In p rov id ing f inance to 
the p r i o r i t y s e c t o r s has been q u i t e s a t i s f a c t o r y . The 
aim of bank i s to develop the r u r a l economy by provid ing 
c r e d i t f a c i l i t i e s fo r t h e purpose of development of 
a g r i c u l t u r e and a l l i e d a c t i v i t i e s , v i l l a g e and c o t t a g e 
i n d u s t r i e s and o t h e r p r o d u c t i v e a c t i v i t i e s such as t r a n s -
p o r t o p e r a t o r s , smal l b u s i n e s s e t c . i n r u r a l a r eas by 
u t i l i z i n g t h e l o c a l l y a v a i l a b l e economy, c r e d i t and o t h e r 
f a c i l i t i e s , p a r t i c u l a r l y to t h e smal l and marginal farmers , 
l a n d l e s s l a b o u r e r s , a r t i s a n s and small e n t r e p r e n e u r s in 
t h e d i v i s o n t o I n c u l c a t e banking h a b i t s i n the r u r a l fo lk . 
Hence from t h e above a n a l y s i s i t can be concluded 
t h a t the bank c r e d i t , under t h e lead bemk schemes, p lays 
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an Important r o l e In the development of the economy in 
the Faizabad d i v i s i o n . Major share of the bank c r e d i t 
goes to small and marginal farmers and v«eaker s e c t i o n s of 
the s o c i e t y so they are improving t h e i r standards of 
l i v i n g . But i t can not be denied that a large part of 
i t goes u n e t t e c t i v e . 
C H A P T E R - V I 
SUMMARY AND CONCLUSIONS 
The present s tudy has at t^npted to analyse the role of 
publ ic sec to r banks and post o f f i ce savings banks In mobilizing 
savings In general and ru ra l savings in p a r t i c u l a r taking 
up tlie case study of Falzabad Division. The l i tportant f in -
dings of of the study have been sunwed up In the follovflng 
paragraphs. 
Savings has been defined taking Into consideration 
the view-points of d i f f e ren t economists. From the c l a s s i ca l 
po in t of view savings has been defined as '•Income minus 
consunptlon" which I s Incon^lete without defining c l e a r l y 
the term "Income" and "consumption" a l t e r n a t i v e l y saving 
I s sometimes Iden t i f i ed as earned surplus which Is the 
re levant concept trom the view-point of a business aan. 
As a thi rd p o s s i b i l i t y savings has been defined in terms 
of a s se t s and l i a b i l i t i e s tha t i s saving i s an "increase 
in a l l a s se t s l e s s increase in a l l l i a b i l i t i e s . " ^ a r t 
from these there are ce r t a in o ther factors which Influence 
savings . 
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i iobl l izat ion of saving means tapping hidden or 
i d l e funds from the community to re lease productive 
resources for investiiient and an iitiportant source for eco-
nondc development savings a re mooilized from d i f fe ren t 
sources such as puol ic savings/ p r iva t e corporate savings 
and houaehold savlnga. Tlie major sliare of gross domestic 
savings comes from household sec to r . 
The r a t e of domestic saving in India which was 22.7 
pe r cent of the gross domestic product in 1980-81 increased 
to 24.1 pe r cent in 1989-90. I t i s equal o r even higher 
thcin the r a t e of domestic saving in some developed count r ies . 
According to world development repor t , for ins tance , the 
r a t e of gross domestic saving in India was 21 per cent In 
1985 while i t was only 16 per cent in the United s t a t e s and 
18 per cent in the United Kingdom. 
However/ f inancial i n s t i t u t i o n mobilized savings in 
ru ra l areas ee in ly cons t i tu t e s coumercial banks/ cooperative 
oanKfl - and regional rura l banKs, These i n s t i t u t i o n s play 
an in^or tan t ro le to mobilise ru ra l savings which i s known 
as multi-agency approach to rura l banking in the country 
in the promotion of rural-urban mobil i ty of saving. 
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The presence of d i f f e ren t types of banking i n s t i t u -
tion v/ith d i f f e ren t types of deposi ts and lending a c t i v i -
t i e s encourage the banking habit atitong the rura l people 
and expand rura l banking in the country and promote the 
product ive use of ru ra l saving. Thus an in tegra ted deve-
lopment of the country ' s banking system promotes i n t e r -
regional mobil i ty of saving deposi ts of the banks and help 
in bringing about a balanced regional d i s t r i b u t i o n of 
banking f a c i l i t i e s in the country. 
The na t iona l i za t ion of banks has enabled our banking 
i n s t i t u t i o n s to tap the deposi t of the ru ra l masses to a 
g rea t e r extent and deposi t increases manifold during the 
period 1969 to 1991. The t o t a l deposi ts of scheduled 
coti«iercial banks in India was Ri. 4,665 crores a t the end 
of June 1969, the ru ra l deposi ts which was only Rs. 145 crores 
(3.1 per cent) of the t o t a l deposi ts in 1969 went up to 
Rs, 31,408 crores in 1991 which contr ibuted 16.3 per cent 
of the t o t a l deposi t of the scheduled commercial banks in 
Ind ia . 
The cooperat ive banks have been regarded as the best 
instrument for the socio-economic improvement of the people 
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of small means and they a re expected to do a l o t for the 
rec»natruct ion by tapping rural resources and by dispensing 
adequate c r e d i t . Thus cooperative banks are required to 
play a c ruc ia l r o l e in the mobilization of ru ra l depos i t s . 
The t o t a l deposi ts of d i s t r i c t cooperative banks in the 
country increased from Rs. 3/765 crores in 1984 to Rs,7/ 390 
crores in 1988. 
Regional rura l banks have now become an in tegra l 
pa r t of the rura l banking system of the country and have 
been playing a concnendable ro l e in providing saving deposit 
and c r e d i t f a c i l i t i e s to the rura l areas by opening a la rge 
number of branches. The to t a l deposi ts of regional rura l 
banks was fc.. 0,2 crores with 17 branches in 1975 * which 
increased to Rs. 4267 , 62 crores with 14511 branches a t the 
end of Decerniber 1990 covering 380 d i s t r i c t s / which i s a 
remarkable achievement by the banks. 
Apart from these f inancial i n s t i t u t i o n s / the post 
o f f ice saving bank i s now the biggest bank serving a t gross-
root level in the country. I t tea a network of 1,45,000 
branches throughout the country out of which 1,25,000 in 
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rura l s ec to r meeting the simple banking need of the rural 
populat ion. At the end of March 1988 the post off ice saving 
bank was handling 904 lakhs accounts and had a to ta l out-
standing balance of Rs. 28,366 crores in a l l of i t s savings 
schemes and approximately 30 per cent of the t o t a l deposits 
on ettall savings in the country drawn from the rura l a reas . 
Small savings mobilized savings through d i f fe ren t 
types of saving agencies/ these agencies have d i f fe ren t 
kinds of saving schemes i . e . , saving bank accounts, time 
d e p o s i t s , recurr ing deposi ts and saving c e r t i f i c a t e s e t c . 
including Kisan Vikas Pa t ra , spec ia l ly introduced to 
encourage rura l masses to save ntore. 
Rural Saving in Faizabad Division 
The main sources of mobilization of savings deposits 
in ru ra l areas of Faizabad divis ion a r e commercial banks, 
regional ru ra l banks, d i s t r i c t cooperative banks and post 
of f ice saving banks. The rura l savings deposi ts depends 
upon a g r i c u l t u r a l Income because more than 90 per cent 
population a re l i v ing in rura l a r ea s . Indus t r i a l s t ruc tu re 
of the d iv is ion i s fu l ly based on raw mater ia ls froiu a g r i -
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cu l tu ra l products and they are l a rge ly labour Intensive 
and v i l l a g e oriented cot tage i n d u s t r i e s . 
In sphere of branch expansion and itmbilization of 
rural saving deposi ts from rura l areas the coumiercial banks 
and i t s subs id ia r ies play an important ro le during the 
decade of 1982 to 1990-91, The number of bank branches in 
rura l areas increased from 373 in number in December 1981 
to 814 in number a t the end of March 1991 an increase of 
ntore than lOO per cent during the decade. The deposi t of 
the bank in rura l branches of the divis ion was Rs. 232.24 
crores a t the end of Decaioaer 1982/ which went up to Rs, 407.07 
crores in Dec^nber 1985. But a t the end of March 1991 
saving deposi ts increased to Rs, 1149.8 c ro res , showing a 
ne t increase of Rs, 917,5 crores during the 1982-1991. The 
share in ru ra l saving depos i t s , commercial banks collected 
near ly 80 per cent of t o t a l depos i t s , while regional rural 
banks and d i s t r i c t cooperative banks s to re was nearly 14,5 
per cent and 5,5 per cent respec t ive ly of the to t a l ru ra l 
saving depos i t s . 
The progress of deposi t nooi l iza t ion in Paizabad 
divis ion by introducing d i f f e ren t types of schemes during 
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the 1983-84 to 1986-87 the saving deposi ts increased from 
fo. 14.7 crores in 1983-84 to Rs. 35.0 crores in 1986-87, 
out the government Introduced Kisan Vikas Pat ra in 1988 
which aims to mobilize savings from rura l people* Conse-
quent ly , the deposi t increased from Rs. 35.0 crores to 
Rs. 66,36 crores a t the end o t March 1989 which further 
increased up to Rs. 83.5 crores a t the end of March 1990-91. 
These data reveal that t o t a l deposi ts col lected by 
coiiHiiercial oanks and I t s suos id iar iea increased from 
Rs. 23 2.24 crores in December 1982 to Rs. 1149.8 crores a t 
end of March 1991. The post o f f ice saving deposi ts increased 
from Rs. 14.7 crores to Rs.83.59 crores during the period of 
1983-84 to 1990-91; while aggregate aepos i t collected by 
post o f f i ce saving schemes in U.P, increased from Rs.284.38 
crores in 1983-84 to Rs. 1568.04 crores in 1990-91 and i t 
was made poss ib le only because of opening of new branches 
and increase in ag r i cu l t u r a l production In Falzabad d iv is ion . 
Besides deposi t mobilization by the bank, the aim 
of banks i s to develop the rura l economy by providing c red i t 
f a c i l i t i e s to the p r i o r i t y sec tors through c red i t planning. 
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A c r e d i t planning can be defined as the a l loca t ion 
of the overa l l volume of bank-resources ava i lab le in the 
country among the d i f fe ren t sec tors of the economy consi -
dering t h e i r needs, absorpt ive capac i t ies and t h e i r r e l a t i v e 
importance in context of the economy's overa l l developcnent, 
A c r e d i t plan i s , therefore , an act ion plan* consist ing 
of bankable schemes in the a g r i c u l t u r e , indus t r i e s and 
services sec tors of the d i s t r i c t s . 
So, one of the major object ive of the oanks n a t i o -
na l i za t ion was to br ing about a s ign i f i can t s t r u c t u r a l 
transformation in the couposition of c r e d i t by a conscious 
diversion of oank advances on an increasing sca le to the 
weaker sec t ion of the community. 
Role of Rural Savings in Credit Planning for 
Developmental Proqramtnea in Faizabad Division 
Agriculture i s the main occupation in the d iv i s ion . 
Nearly 90 per cent of the work force in the divis ion i s 
engaged in ag r i cu l tu re and a l l i e d a c t i v i t i e s , so , a g r i c u l -
tu re has been given the prime importance in the development 
of the d i v i s i o n . 
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Accordingly^ loans a re provided for ag r i cu l tu ra l 
development and a lso for a l l i ed a c t i v i t i e s I . e . tubewells, 
crop loans , land development and other a c t i v i t i e s re la ted 
to the a g r i c u l t u r e . For th i s purpose bank financed c r ed i t 
to the weaker s e c t i o n s . 
The progress made by lead tianka and I t s subsidiar ies 
in financing ag r i cu l tu re and a l l i e d a c t i v i t i e s in Faizabad 
d iv is ion during the period of 1982 to 1990-91 has shown an 
overa l l development in ag r i cu l tu re s ec to r of Faizabad 
d iv i s ion , as we can see that Ks. 30.9 crorea ( l . e . 6 9 . 8 per 
cent) of the to t a l out lay of fo, 44.3 crores in 1982 was 
a l located to ag r i cu l tu re and a l l i e d a c t i v i t i e s . However, 
in the year 1991 the to t a l c r ed i t Increased to Rs, 190.6 
crores and c red i t provided to ag r i cu l tu re and a l l i ed ac t iv i -
t i e s went up to Rs. 138.1 crores ( i . e . 72.4 per cent) as 
agains t Rs. 30.9 crores in 1982/ I . e . an Increase of more 
than 4 times as compared to 1982. 
The c r e d i t f a c i l i t i e s provided by banks to small and 
cottage indus t r i e s was j u s t Rs. 7,4 crores out of the t o t a l 
c r e d i t out lay of Rs. 44.3 crores in 1982 which increased to 
102 
K2. 19.6 crores a t the end of 1990-91. Which I t s e l f i s 
10.3 per cent of the t o t a l c r e d i t out lay of Ks, 190,6 crores 
in 1990-91. 
A3 far as t e r t i a r y sec tor i s concerned the c r e d i t 
f a c i l i t i e s by the banks in FaizaDa^ divis ion Was Rs. 6.0 
crores (13,5 per cent of t o t a l c r e d i t out lay of Rs, 44.3 crores) 
a t i t s inception in the year 1982 which shot up to Rs. 32.9 
crores (17,3 per cent of to t a l c r e d i t out lay of Rs.190.6 
crores) in the year 1990-91. 
v/hile analysing the present study i t i s found that 
the average deposi t of coiiuuercial banks and i t s subs id iar ies 
in Faizabad d iv is ion per bank was about Rs, 0,5 crores a t the 
end of December 1982 which increased to Rs, 1,25 crores per 
bank a t the end of March 1991 and t o t a l deposi ts col lected 
by na t ional savings schemes increased from Rs, 14.7 crores 
in 1983-84 to Rs. 83.59 crores in 1990-91, an overa l l increase 
of around 6-times during 1983-84 to 1990-91, 
Thus/ from the above findings i t can be concluded 
tha t in respect of deposi t mobilization and c r ed i t f a c i l i t i e s 
to the three types of i n s t i t u t i o n s should mobilize as naich 
103 
d e p o s i t as p o s s i b l e / wi th in t h e i r own sphe re of lending 
and t h e r e should no t be any r e s t r i c t i o n on the commercial 
banks in r e s p e c t of t h e i r d e p o s i t m o b i l i z a t i o n a c t i v i t i e s 
and they should be f r e e to c o l l e c t d e p o s i t from a l l 
s e c t i o n s of the community. This i s because / t he commercial 
banks a r e h igh ly s u i t a b l e fo r d e p o s i t m o b i l i z a t i o n and 
p rov id ing c r e d i t f a c i l i t i e s to the r u r a l s e c t o r s . However, 
c a r e should be taken to ensure t h a t the coope ra t ives and 
r e g i o n a l r u r a l banks a r e n o t p u t i n t o d i f f i c u l t i e s by t h e 
commercial banks in conpet ing wi th them i n r e s p e c t of depo-
s i t m o b i l i z a t i o n . 
SUGGESTIONS 
In o r d e r to a c c e l e r a t e the pace of d e p o s i t mob i l i za -
t ion coiimercial banks , c o o p e r a t i v e banks and r e g i o n a l r u r a l 
banks should t ake v a r i o u s s t e p s l i k e : 
i ) moderniza t ion and r e s t r u c t u r i n g of the old 
branches with e f f i c i e n t customer s e r v i c e s . 
11) o r g a n i z e d e p o s i t m o b i l i z a t i o n campaign, cons tan t 
e f f o r t to s ecu re t h e d e p o s i t s from the l o c a l 
b o d i e s , educa t i ona l i n s t i t u t i o n s and among r u r a l 
p e o p l e s . 
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i l l ) A t t r ac t ive r a t e of i n t e r e s t should be given 
on d i f f e ren t types of deposi ts to nK>blllze rural 
savings. 
iv) Since Reserve Bank of India has permit ted to 
the cooperative banks to open branches even 
without ge t t ing l icences from i t and to pay h per 
cent i n t e r e s t more than what cornmercial banks 
a re paying on t h e i r deposits^ coopera-
t i ve banks should open more branches in the rural 
a r ea s . 
v) &nphasis should be given, while opening 
the new branches, to r i ch ag r i cu l tu ra l areas and 
local markets e t c . 
v l ) And ef for t should be made to involve the enployees 
for mobilization of deposits and those who crossed 
the t a rge t s e t by banks from time to time may be 
given some kind of incent ive . 
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